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5-1-87 

1 3 

T 
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PROPOSED POOLING -

Scale: - 1000' 

13 

BAUM NORTHWEST PROSPECT 

SUNBURST EXPLORA TION. INC. 



STATE OF NCVV MEXlCCI 
ERCTTSSTRiNEnAiS DEPARTMENT O I L O N S E R V A T I O N D I V I S I O N 

p. o . oox 20a* 
SANTA FE. NEW MEXICO 87501 OUT m n u r I O N 

l A X l l f* C 

' I V . C 

u . i . e . i . 

f o r n C - 1 0 1 
R e i l t t a 1 0 - 1 - 7 1 

/ ' / -> 

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR FLUG BACK 
T y p * • ! worn 

DRILL GO 
T y p * e f V . U 

°"- 6T~I *** f I 

DEEPEN • PLUG BACK • 

• l««Lt T~~\ wuitirtc r~\ 
J O « l 1 I I CNC I | 

S A . I n H l c o X - Ty |»» o l L » o » « 

..... 53 '««• 
i . - ! < " • O i l & C o * L M K . N O . 

W/2 SW/4 B-399 
'7,2. a 

7. U n i t A g i r e m m i t K t imo 

8 . I a i m or L v o & o K o m i 

Sunburst/Featherstone St 

Fred G. Yates, Inc. 

S. V e i l N o . 

Addrcas o l Operator 

Sunwest Centre, Stite 1010, Roswell, NM 88201 
L o c a l t on u l W l l 

10. T i c U and r o c ! , ot A'lMcat 

Baum F i e l d 

U a l T k C T T C * 

W i l l b r o s Rig ••:10il 

£ 1 . A r ; r c » . Date Vkerk w i l l st>ct 

A p r i l 10, 1985 

PROPOSED CASINC ANO CEMENT PROGRAM 

SIZE OF H O L E SIZE O r CASING ! WEIGHT PER " C O T j S E T T I N G C E P T H iSA. 'KS O r CEVENT ', EST. T O P 

17 1/4 13 3/8 OD 48 or 54.5* 400+ C i r c u l a t e 
11 8 5/8 0D 24 & 32 * 4050 250 sacks 9000' 

D r i l l with rotary rig to total depth, DST significant shows enroute, Log. Run casing for 
completion attempt or P&A. 

r~ '.7 
l _ l _ • '• 

4 
is 

* BOP p lan schenialfic a t tached 

Cement cr, the 
o r<h 

j brought f- orr. ;t.e lop or ins ssit or 
wiftyarUj Io $urt?ce casing by 
either C!.*cui£!;n£ vith caniant or a 
DV ico! at the lop of the salt 

casing must be 

* O O V C J f » * C t S t S C ^ t p C r » H O » 0 5 E f ) f » » O C » A M : I** * » 0 » » 0 » » V I f • * • » > » • O * f l U t 4>*Ca, fttvf U U © • » • € I t m l * * . C l v < T I V t I O » l * » 0 M O » O . I O f » t t » *»COw 

##by c v t f I t ? 1h* t t h * I n f o r m * t i e * I * I r w * * n d c o r a p l M * t o t h * b * » l e f a r b r y t w l a d * * and b * l l « f . 

. . j • • >•-/• "- 7 • Title t-nemeer 3/13/85 

(lint ipnct for Sttir L-trf 

OftlQttAl SIGNED 8Y Jt-RRY SEXTON 
DISTMCT I SUPERVISOR 

*»M o v r D a * _ , . ,, 

H O I T I O ' I * O ** * M t » » O V * L . . t r . H T i 

„ f iSAR 1 8 1985 
Approved for drill i n g , only. Production will "ot ce oerm'ttec •..r.iil 
forcec pooling Q- the SW.M Sec. 1! is arsrrrves, or 2 -on-stencsre 



NEW M E X I C O O I L C O N S E R V A T I O N C O M M I S S I O N 

WELL LOCATION AND ACREAGE DEDICATION PLAT 

A l t e h « t » n c » « ra-«t b , ( I O B rhm outer b o t r t e r i c i of t h * Sect ion 

f o r m C-102 
Supe ' ieJem C '128 
r t l e . - t l v e 1-1-tS 

Operator Well (Jr. 

FRED G. YATES SUNBURST/FEATHERSTONE STATE G 1 

' n i t be t t e r 

M 
Set Hon 

1:. 
T o w n s h i p 

13S 
R a n g * 

32E 
C<*»uMy 

LEA 
Actual Footage Location ol Wi 11: 

555 i**t trot, the SOUTH line and 555 leet trom the WEST line 
Ground Level Elev. Pre duclnq Fotrr.atlon Pool 

4 2 9 6 . 8 BOUGH D BAUM(UPPER PENN) 160 A r r** u 

1. Outline the acreage dedicated to the subject well by colored pencil or hachure marks on the plat below. 

2. If more than one lease is dedicated to the well , outline each and identify the ownership thereof (both as to working 
interest and royalty). 

3. If more than one It ase of different ownership is dedicated to the well , have the interests of all owners been consoli­
dated by communit zation. unitization, force-pooling, etc? 

[~J Yes • No If answer is "yes:' type of consolidation Forced p o o l i n g h e a r i n g March 27 , 1985 

If answer is "no." list the owners and tract descriptions which have actually been consolidated. (I 'sr rt-\erse sidt: of 
this form if necess.iryO • . 

No allowable wi l l le assigned to the well until all interests have been consolidated (bv communitization. unitization, 
forced-pooling, or otherwise) or until a non-standard unit, eliminating such interests, has been approved bv the Cotnmis-
s ion. 

/ 
/ 

/ 
/ 

/ 

/ 

AMOCO STATE 
LEASE 

B - 399 

IpEFORE EXA 
v. . 

FRED G 
YATES 

OPERATOR 

LG - 4 1T7 

STATE 

L E A S E 

/ > 
/ 

/_ 

-r 

CERTIFICATION 

/ hereby certify that the information con-

ta*i*ed herem is true ond compter* ro fH* 

b»st of my knowledge ond belief 

Agent 

Crrr.; tr. y 

Fred G. Yates, Inc. 

3/15/35 

/ her**by certify thot thm well location 

thown on this plot wot plotted from field 

note* of oc>uo' surveyt mode by me or 

uf*der my swp*rvisien, ond that the tome 

in true and1 correct to the best of my 

knowledge ond belief. 

3 /14 /85 

T n l r r L :y. 1 5"urv*» r^r 

C e " I Heat*, No ^ O M N * * t S " . 
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MODEL FORM OPERATING AGREEMENT 

BAUM NORTHWEST PROSPECT 

OPERATING AGREEMENT 

DATED 

s 

March 15, 19 85 , 

OPERATOR.. Fred _G. Yates, Inc. 

CONTRACT AREA Township 13 South. Range 32 East. N.M.P.M. 

Section 13: SŴ  

COUNTY OR fi&Rjt&kl OF Lea STATE OF New Mexico 

K r- — r- .-^ r" 

COPYRIGHT 1977 — ALL RIGHTS RESERVED 

AMERICAN ASSOCIATION OF PSJROtEUM LANDMEN 

APPROVED FORM A A P I NO 610 1977 REVISED 

MAY BE ORDERED DIRECTLY FROM THE PUBLISHER 

KRAFTBIIT PRODUCTS. BOX 800. TUISA, OK 74101 
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A.A.P.L. I-'ORM 610 - MODEL EORM DIM-RATING AGREEMENT - 1977 

l OPERATING AGREEMENT 
2 

3 THIS AGREEMENT, entered into by and between F r e < 3 G - ^ a t e s , I n c . 
4 , hereinafter designated and 
5 referred I " ;>s "Operator", and the signatory parly <>r parties olher than Operator, sometimes hereinafter 
6 referred lo individually herein as "Non-Operator", and collectively as "Non-Operators". 
7 
8 WITNESSETH: 
9 

10 WHEREAS, the parties to this agreement are owners of oil and gas leases and or oil anil gas in­
i l teii'Sls in (lie land identified in Exhibit "A" , and the parties hereto have reached an agreement to explore 
12 and develop these leases and or oil and gas interests for the production of oil and gas to the extent and 
13 as hereina ter provided: 
14 
15 NOW. THEREFORE, it is agreed as follows: 
16 
17 ARTICLE I . 
18 DEFINITIONS 
19 
20 As usid in this agreement, the following words and terms shall have the meanings here ascribed 
21 to them: 
22 A. Thi term "oil and gas" shall mean oil. gas. casinghead gas. gas condensate, and all other liquid 
23 or gaseous hydrocarbons and olher marketable substances produced therewith, unless an intent to 
24 limit the inclusiveness of this lerm is specifically stated. 
25 15. The terms "oil and gas lease", "lease" and "leasehold" shall mean the oil and gas leases cov-
26 ering tract:: of land lying within the Contract Area which are owned by the parties to Ihis agreement 
27 C. The term "oil and gas interests" shall mean unleased fee and mineral interests in tracts of 
28 land lying within the Contracl Area which are owned by parties lo this agreement. 
29 I"). Tht term "Contract Area" shall mean all of the lands, oil and gas leasehold interests and oil 
30 and gas in crests intended to be developed and operated for oil and gas purposes under this agreement. 
31 Such lands oil and gas leasehold interests and oil and gas interests are described in Exhibit "A" . 
32 E. The term "dril l ing uni l" shall mean the area fixed for the drilling of one well by order or rule 
33 of any state or federal body having authority. I f a drill ing unit is not fixed by any such rule or order. 
34 a drilling unit shall be the drilling unit as established by the pattern of drill ing in the Contracl Area 
35 or as fixed by express agreemenl of the Drill ing Parties. 
36 F. The lerm "drillsite" shall mean the oil and gas lease or interest on which a proposed well is lo 
37 be located. 
38 G. Tht terms "Dri l l ing Parly" and "Consenting Party" shall mean a party who agrees to join in 
39 and pay i l . ; share of the cost of any operation conducted under the provisions of this agreement. 
40 H. Tht terms "Non-Drill ing Parly" and "Non-Consenting Party" shall mean a party who elects 
41 not to participate in a proposed operation. 
42 
43 Unless the context other wise clearly indicates, words used in the singular include the plural, the 
44 plural includes the singular, and the neuter gender includes the masculine and the feminine. 
45 

40 ARTICLE I I . 
47 EXHIBITS 
48 
49 The following exhibits, as indicated below and attached hereto, are incorporated in and made a 
50 par t hcrool: 

51 (xJ A. Exhi ait "A", shall include the following information: 
52 (1) denlification of lands subject to agreement, 
53 (2) Restrictions, if any, as to depths or formations, 
54 (3) 'ercentages or fractional interests of parties to this agreement. 
55 (4) Oil and gas leases and or oil and gas interests subject to this agreement, 
50 (5) Addresses of parties for notice purposes. 
57 [ J H. FiHhi )>t "IV', Form of Ltcirn. 
58 (XJ C. Exhibit "C", Accounting Procedure. 
59 JJC] D. Exhi n l "D" , Insurance. 
60 |Xj E. Exhibit "E", Gas Balancing Agreement. 
61 [~] F. Exhibit "F", Non-Discrimination and Certification of Non-Segregated Facilities. 
62 
63 l f any provision of any exhibit, except Exhibit "E". is inconsistent with any provision contained 
64 in the bod} of this agreemenl, the provisions in the body of this agreement shall prevail. 
65 
66 . 
C7 

68 , -• 
69 
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1 ARTICLE 111. 

2 INTERESTS OE PARTIES 

3 
4 A. Oil and Gas Interests: 

5 

0 If an.\ parly owns an unleased oil and gas interest in the Contract Area, that interest shall be 
7 treated I'm the purpose of this agreement and during the term hereof as if it were a leased interest 

8 under the form of oil and gas lease attached as Exhibit " l i " . As to such inlerest. the owner shall re-
9 reive royalty on production as prescribed in the form of oil and gas lease attached hereto as Exhibit 

10 "B" . Such party shall, however, be subject to all of the provisions of this agreement relating to lessees. 

11 to the ext-Mil that i l owns Ihe lessee interest. 
12 
13 B. Iiitorc-;! of Parties in Costs and Production: 
14 

15 Exhibit " A " lists all of the parties and (heir respective percentage or fractional interests under this 
IC agreement Unless changed by other provisions, all costs and liabilities incurred in operations under 
17 this agreement shall be borne and paid, and all equipment and material acquired in operations on the 
18 Contracl Area shall be owned by the parties as their interests are shown in Exhibit "A" . Al l produc-
19 tion of oil and gas from the Contract Area, subject to the payment of lessor's royalties which—will lie 
20 borne bv the ihiint Account, shall also be owned by the parlies in the same manner during the term 
21 hereof: provided, however, this shall not be deemed an assignment or cross-assignment of interests cov-
22 ered hcrcoy. 
23 
24 ARTICLE IV. 
25 TITLES 
26 
27 A. Title Examination: 
28 
29 Title .-xamination shall be made on the drillsite of any proposed well prior lo commencement ol 
30 drilling operations or, if the Drilling Parties so request, title examination shall be made on the leases 
31 and or or and gas interests included, or planned to be included, in the drilling unit around such well. 
32 The opinion wil l include the ownership of the working inlerest. minerals, royalty, overriding royalty 
33 and production payments under the applicable leases. At the time a well is proposed, each party con-
34 tributing leases and or oil and gas interests to tlie drillsite. or to be included in such drilling unit, shall 
35 furnish to Operator all abstracts (including Federal Lease Status Reports), title opinions, title papers 
36 and curative material in its possession free of charge. Al l such information not in the possession of or 
37 made ava lable to Operator by the parties, but necessary for the examination of title, shall be obtained 
38 by Operator. Operator shall cause tille to be examined by attorneys on its staff or by outside attorneys. 
39 Copies of all tille opinions shall Ix- furnished to each party hereto. The cost incurred by Operator in 
40 this title program shall be borne as follows: 
41 

42 f—•—Option—NIL 1:—C'onl.i ineiti'i'i d hv Operotor in prnuui'ing nbnti'iiet:' unci title O'liimitml inn f jpi li r ' : n 
43 preliminaiy. supplemental, shut-in gas royalty opinions nnri di-iiiinii nnH'l' l i l l r rrpininn-) shall be a 
44 part of the administrative m-r i l- I n |IMHJI.II.H 1» h-viin.ii -c ," and shall not be a direct charge, whether 
45 pel I'iMllt n~l>y Oper i i lo i ' ; i u lnff nit i yn m hy oii t iui le n i l 

46 

47 IX Optio » No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys 
48 for title <'xamination (including preliminary, supplemental, shut-in gas royalty opinions and division 
49 order title opinions) shall be borne by the Drilling Parties in the proportion that the interest of each 

50 Dril l ing Party bears to the total interest of all Drilling Parties as such interests appear in Exhibit "A" . 
51 Operator shall make no charge for services rendered by its staff attorneys or other personnel in the 
52 performance of the above functions. 
53 

54 Each party shall be responsible for securing curative matter and pooling amendments or agreements 
55 required i i connection with leases or oil and gas interests contributed by such party. The Operator shall be 
56 responsible for the preparation and recording of Pooling Designations or Declarations as well as the 
57 conduct cf hearings before Governmental Agencies for the securing of spacing or pooling orders. This 
58 shall not jrevent any party from appearing on its own behalf at any such hearing. 
59 

60 No w. ' l l shall be drilled on the Contract Area until after (1) the title lo the drillsite or drilling unit 
Gl has been examined as above provided, and (2) the title has been approved by the examining attorney or 
62 tille has been accepted by all of the parlies who are to participate in the drill ing of the well. 
63 
64 I i . Loss nf Title: 
65 
66 I . Fiiiluie of Title: Should any oil and gas interest or lease, or interest therein, be lost through 
67 failure of title, which loss results in a reduction of interest from that shown on Exhibit "A" , this agrce-
68 ment, nevertheless, shall continue in force as lo all remaining oil and gas leases and interests, and 
69 (a) The parly whose oil and gas lease or interest is affected by the tille failure shall bear alone 
70 the entire loss and it shall not be entitled lo recover from Operator or the other parties any development 
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1 or opcrali ig costs which it may have theretofore paid, but there shall be no monetary liability on Its 
2 part to tho other parties hereto for drilling, development, operating or other similar costs by reason of 
3 such title failure; and 
4 (b) There shall be no retroactive adjustment of expenses incurred or revenues received from the 
!> operation >f the interest which has been lost, but the interests of the parties shall be revised on an aere-
fi age basis, as of the time it is determined finally that title failure has occurred, so that the interest of 
7 the party whose lease or interest is affected hy the title failure wi l l thereafter be reduced in the Contract 
K Area by I ie amount of tbe interest lost: and 

9 (c) If the proportionate inlerest of the olher part ies hereto in any producing well theretofore drilled 
10 on the Co;i1ract Area is increased by reason of the title failure, the party whose title has failed shall 
11 receive the proceeds attributable to the increase irr such interests (less costs and burdens attributable 
12 thereto) i ntil it lias been reimbursed for unrecovered costs paid by it in connection with such well; 

13 and 
14 ( i l ) Should any person not a party to this agreement, who is determined to be the owner of any in-
15 tciest in he title which has failed, pay in any manner any part of the cost of operation, development. 
16 or ei|tiipmcnt, such amount shall be paid lo the par ly or parties who bore the costs which are so rcfund-
17 ed: and 
18 (e) Any liability to account lo a third party for prior production of oil and gas which arises by 
19 reason of title failure shall be borne by the party or'parties in the same proportions in which they shared 
20 in such pi ior production; and 
21 ( f ) No charge shall be made to the joint account for legal expenses, fees or salaries, in connection 
22 with thi' iefense of the interest claimed by any party hereto, it being the intention of the parties 
23 hereto that each shall defend title to its interest and U-ar all expenses in connection therewith. 
24 
25 2. Loss by Non-Payment or Erroneous Payment of Amount Due: If . through mistake or oversight. 
26 any renin . shut-in well payment, minimum royalty or royalty payment, is not paid or is er roneously 
27 paid, and ;is a result a lease or interest therein terminates, there shall be no monetary liability against 
28 the party ,vho failed to make such payment. Unless the party who failed to make the required payment 
29 secures a new lease covering the same interest within ninety (00) days from tbe discovery of the f ni I -
30 tire lo nuke proper payment, which acquisition w i l l not be subject to Article VIII .B. , the interests of 
31 the partic:; shal) be revised on an acreage basis, effective as of the date of termination of the lease in-
32 volved. a id the parly who failed to make proper payment wi l l no longer be credited with an inlerest in 
33 the Contract Area on account of ownership of the lease or interest which has terminated. In the event 
34 the parly who failed to make the required payment shall not have been fully reimbursed, at the time ot 
35 the loss, I om the proceeds of the sale of oil and gas attributable to the lost interest, calculated on an 
36 acreage bisis, for the development and operating costs theretofore paid on account of such inlerest. it 

37 shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the 
38 cost of any dry hole previously drilled or wells previously abandoned) from so much of the following 
39 as is nccc'sary lo effect reimbursement: 

40 (a) Proceeds of oil and gas, less operating expenses, theretofore accrued to the credit of the lost 
41 interest, on an acreage basis, up to the amount of unrecovered costs; 
42 (h) I roceeds. less operating exjK'nses. thereafter accrued attributable lo the lost interest on an 
43 acreage b isis, of that portion ol oil and gas thereafter produced and marketed (excluding production 
44 from any wells thereafter drilled) which, in the absence of such lease termination, would be attr ibutable 
45 to the los interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said 
4G por tion ol the oil and gas to be contributed by the other parties in proportion to their respective in-
47 tercsts; a id 

48 (c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is. or 
49 becomes, :he owner- of the interest lost, for the privilege of participating in the Contract Area or be-
50 coming a parly lo this agreemenl. 
51 

52 3. Other Losses: Al l losses incurred, olher than those set forth in Articles I V . B . l . and IV.B.2. 
53 above, shall not be considered failure of title but shall be joint losses and shall be borne by all parties 
54 in propor ion to their interests. There shall IM- no readjustment of interests in the remaining portion ol 
55 the Contr.ict Area. 
56 

57 ARTICLE V. 
58 OPERATOR 
59 

60 A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR: 
61 
62 Fred G. Yates , I n c . shall be the 
63 Operator j f the Contract Area, anil shall conduct and direct and have ful l control of all operations on 
64 the Conti jet Area as permitted and required by, and wiihin the limits of, this agreemenl. It shall con-
65 duet all sjch operations in a good and workmanlike manner, but it shall have no liability as Operator 
66 to the otter parties for- losses sustained or liabilities incurred, except such as may result from gross 
67 negligence or wi l l fu l misconduct. 

68 
69 
70 
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1 B. Resignation or Removal of Operator and Selection of Successor: 
2 

3 1. Resignation or Removal of Operator: Operator may resign al any lime by giving written notice 
4 thereof to Non-Operators, l f Operator terminates its legal existence, no longer owns an interest in the 
5 Contract \rea, or is no longer capable of serving as Operator, it shall cease lo be Operator without any 
6 action by Non-Operator, except the selection of a successor. Operator may be removed if it fails or 
7 refuses ti carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership. 
8 by tho affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownei -
9 ship as si own on Exhibit "A"', and nol on the number of parties remaining after excluding the voting 

10 interest i f Operator. Such resignation or removal shall not become effective until 7:00 o'clock A.M. 
11 on the fi ist day of the calendar month following the expiration of ninety (90) days after the giving of 
12 notice of resignation by Operator or action by the Non-Operators to remove Operator, unless a successor 
13 Operator has been selected and assumes the duties of Operator at an earlier date. Operator, after effect-
14 ive date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of 
15 a corpora:e name or structure of Operator or transfer of Operator's interest to any single subsidiary. 
16 parent or successor- cor poration shall not be the basis for removal of Operator. 
17 
18 2. Selection of Successor- Operator': Upon the resignation or removal of Operator, a successor Op-
19 erator shall be selected by tbe Par ties. The successor Operator shall be selected from the par ties owning 
20 an interest in the Contract Area at the time such successor' Operator is selected. I f the Operator that 
21 is removed fails to vote or votes only to succeed itself, the successor Operator shall be selected by the 
22 aff i rmathe vote of two (2) or more parties owning a majority interest based on ownership as shown 
23 on Exhibit "A" , and not orr the number of parties remaining after excluding the voting interest of the 
24 Operator that was removed. 
25 
26 C. Employees: 
27 
28 The lumber of employees used by Operator- in conducting operations hereunder, their selection. 
29 and the I ours of labor and the compensation for services performed, shall be determined by Operator. 
30 and all such employees shall be the employees of Operator. 
31 
32 D. Dri l l ing Contracts: 
33 
34 Al l wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual 
35 rates prevailing in the area. If it so desires. Oper ator may employ its own tools and equipment in the 
36 drilling o r wells, but its charges therefor shall not exceed the prevailing rates in the area and the rate 
37 of such charges shall be agreed upon by the parlies in writ ing before drilling operations are com-
38 merited, and such work shall be performed by Operator under the same terms and conditions as are 
39 customary and usual in the area in contr acts of independent contr actors who are doing work of a sim-
40 ilar natu e. 
41 
42 ARTICLE V I . 
43 DRILLING AND DEVELOPMENT 
44 
45 A. In i l i : 1 Well: 
46 
47 On o- before the 16 th dav of A p r i l . 19§5., Operator shall commence the d r i l l -
48 ing of a well for oil and gas at the following location: 
49 
50 
51 
52 

53 and shall thereafter continue the drilling of the well with due diligence to a d e p t h s u f f i c i e n t t o 

54 t e s t t h e Upper P e n n s y l v a n i a n f o r m a t i o n o r a d e p t h o f 9900 f e e t , w h i c h e v e r i s 
55 shallover. 
56 
57 
58 unless gi anile or other practically impenetr able substance or condition in the hole, which renders 
59 further drill ing impractical, is encountered al a lesser depth, or- unless all parties agree to complete or 
60 abandon the well al a lesser depth. Operators only l i a b i l i t y for f a i l u r e to commence said 
61 test well shall be the i p s o facto termination of this agreement. 
62 Operator shall make reasonable tests of all formations encountered during drill ing which give in-
63 dicalion >f containing oil and gas in quantities sufficient to test, unless this agreement shall be limited 
64 in its application lo a specific formation or- formations, in which event Operator shall be required to 
65 test only the formation or formations to which this agreement may apply. 
66 
67 If, ir Operator's judgment, the well wi l l not produce oil or gas in paying quantities, and it wishes 
68 to plug i n d abandon the well as a dry hole, it shall first secure the consent of all parties and shall 
69 plug and abandon same as provided in Article VI .E . l . hereof. 
70 

Township 13 South, Range 32 East, N.M.P.M. 
Section 13: SW*s 
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1 15. Sul'set-ncnt Operations: 

2 

3 1. Proposed Operations: Should any par ty hereto desire lo d r i l l any we l l on the Contracl Area 

4 other than the w e l l provided for in Ar t i c l e V I . A . , or to rework, deepen or p lug back a d ry hole d r i l l ed 

5 at the jo in t expense of al l parties or a wel l j o i n t l y owned by a l l the parties and not then producing 

6 in paying -uantitics. the party desir ing to d r i l l , r ework , deepen or plug back such a we l l shall give the 

7 other parties w r i t t e n notice of the proposed operation, specifying the work to be performed, the loca-

8 t ion. prop-scd depth, objective formal ion and the est imated cost of the operation. The parties r c re iv -

9 ing such a notice shall have t h i r t y (3(1) days a f t e r receipt of the notice w i t h i n which to iioliTy the 

10 parties wis l i n g to do the work whether they elect to part icipate in the cost of the proposed operation. 

11 I f a ( h i l l i n g r ig is on location, notice of proposal lo 1 o w , l l £ w ^ )

r j
n - - y ' | ' o u r ' ' 1 ^ ^ ! / ' l iouirs ' m : i v ' M ' u ' v r " 

12 by telepho ic and Ihe response period shall be l imi t ed to fn i ' ly cighl ( Ui) bourn. eHrlm'ivn nf Malurd+ty-. 

13 Sundny ni- legal holiday--. Failure of a par ly receiving such notice to reply w i t h i n the period above f ixed 

14 shall const lu te an e l cd ion by that partv not to part icipate in the cost of the proposed operation. Any 

15 notice or r •spouse ^iven by telephone shall be p rompt ly conf i rmed in w r i t i n g . 

in 
17 2. Operations by Less than A l l Parties: I f any party receiving such notice as provided in Ar t i c le 

18 V I . I L L or V I . E . I . elects not to participate in the proposed operation, then, iu order to he ent i t led lo 

19 Ihe benefit•• of this art icle, the par ty or parties g iv ing the notice and such other parties as shall elect 

20 to part icipate in the operation shall , w i t h i n s ixty ((50) days a f t e r the expi ra t ion of the notice period of 

21 t h i r t y (30) days (or as p rompt ly as possible af ter the expi ra t ion of the r iod 

22 where the d r i l l i n g r ig is on location, as the case may be) actual ly commence work on the proposed 

23 operation ; nd complete it w i t h due diligence. Operator shall pe r fo rm a l l w o r k for the account of the 

24 Consenting Parties: provided, however, i f no d r i l l i n g r i g or other equipment is on location, and if Op-

25 eralor is a Non-Consenting Party, the Consenting Parties shall e i ther: (a ) request Operator to pe r fo rm 

20 the work lequi red by such proposed operation for the account of the Consenting Parties, or ( b ) dosig-

27 nate one (1) of the Consenting Parlies as Operator to pe r fo rm such work . Consenting Parties, when 

28 conducting operations on the Contract Area pursuant to this Ar t i c l e VI .B.2 . . shall comply w i t h al l terms 

29 and cundil ons of this agreement. 

30 

31 I f less than a l l parties approve any proposed operation, the proposing party, immediately af ter the 

32 expi ra t ion of the applicable notice period, shall advise the Consenting Parties of (a ) the total inlerest 

33 of the par ' ies approving such operation, and (l>) its recommendation as to whether the ' ^ g ^ ^ y " f gut" ( 2 4 ) 

34 lies shnulc proceed w i t h the operation as proposed. Each Consenting Party , w i i h i n f n r l y niuhl 1 Mi I 

35 hours ft-fw heiive nf Fiiilui (Iny.—t-'.iniilii', nr leunl—hididnyi-j a f t e r receipt of such notice, shall advise t in 

30 proposing -arty whether or not i t w i l l remain a Consenting Party and 
37 '.-airy its proportionate part of Non-Consenting Parties' inlerest. The proposing party, at its 

38 election, i r a y w i t h d r a w such proposal i f there is insuff ic ient par t ic ipat ion, and shall p r o m p j l v no t i fv 

,, ,. r . , . . Any consenting Party f a i l i n g to n o t i f y the proposing partv 
39 a l l parties of such derision. . - i . , , , , , . , . . . . 

within t i e 24 hours specified shall be deemed to have agreed to carry i t s propor-
4 0 tionate >art of the Non-Consenting Parties interest. 
41 The entire cost and risk of conducting such operations shall be borne by the Consenting Parlies in 

42 the proportions they have elected to bear same under the terms of the preceding paragraph. Consenting 

43 Parties sh.il l keep the leasehold estates involved in such operations free and clear of al l liens and 

44 encumiirai res of every k ind created by or ar is ing f r o m t he operations of the Consent ing I ' a i l ies. II such 

45 an operation results in a d ry hole. Ihe Consenting Parties shall plug and abandon the wel l at their sole 

46 cost, risk and expense. I f any we l l d r i l l ed , reworked, deepened or plugged back under the provisions 

47 of this A r icle results in a producer of o i l and or gas in paying quantit ies, the Consenting Parlies shall 

48 complele : nd equip the wel l to produce at their sole cost and risk, and the we l l shall then be turned 

49 over lo Operator and shall be operated by i t a l the expense and for the account of the Consenting Parlies. 

50 Upon com iiencement of operations for Ihe d r i l l i n g , r ework ing , deepening or p lugging back of any such 

51 wel l by Consenting Parties in accordance w i t h the provisions of this Ar t i c l e , each Noii-Consenl ing Parly 

52 shall IR- deemed to have relinquished In Consenting Parties, and the Consenting Parties shall own and 

53 be entitlec to receive, in propor t ion lo their respective interests, a l l of such Non-Consenting Parly's 

54 interest in the wel l and share of production the re f rom un t i l the proceeds of the sale of such share. 

55 calculated. a l ^ h r - j W e l l . oi; niai-ke^ value thereof i f such share is not sold ( a f t e r deducting production 

56 taxes^/ r o y a l y . a o v c r P i d m g roya l ly and other interests exis t ing on the e f fec t ive date hereof, payable out of 

57 or measur-d by the production f r o m such wel l accruing w i t h respect to such interest un t i l it reverts) 

58 shall equal the total of the f o l l o w i n g : 

59 

60 (a) 100% of each such Non-Consenting Parly 's share of the cost of any newly acquired surface 

61 equipment beyond the wellhead connections ( inc lud ing , but not l imi ted lo . stock tanks, separators. 

62 treaters, | umping equipment and p ip ing) , plus 100% of each such Non-Consenting Parly 's share of the 

63 cost of o p j r a t i o n of the wel l commencing w i t h f i r s t production and cont inuing un t i l each such Non-

64 Consenting Party's relinquished interest shall revert lo i l under other provisions of this Ar t i c le , i l being 

65 agreed Uu I each Non-Consenting Party's share of such costs and equipment w i l l be lhat interest which 

66 would ha\e been chargeable to each Non-Consenting Party had i t part icipated in the w e l l f r o m the bc-

C7 g inn ing ol the operat ion; and 

68 

69 ( b ) . J ' Q 0 % or lhat por t ion of the costs and expenses of d r i l l i n g r ework ing , deepening, or plugging 

70 back, testing and complet ing, a l ter deducting any cash contr ibut ions received under Ar t i c l e V l l l . C . and 
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1 300 _% of that portion of the cost of newly acquired equipment in the well (to and including the well-

2 head confections), which would have been chargeable to such Non-Consenting Party if it had partici-
3 pated therein. 
4 
5 Cas traduction attributable lo any Non - Consenting Party's relinquished interest upon such Parly's 
6 election, 'hall be sold to ils purchaser, if available, tinder the terms of its existing gas sales con-
7 tract. Such Non - Consenting Party shall direct its purchaser to remit the proceeds receivable from 
8 such sale direct lo the Consenting Parties until the amounts provided for in this Article are recov-
9 ered from the Non - Consenting Party's relinquished interest. I f such Non - Consenting Party has not 

10 contractor for sale of its gas at the time such gas is available for delivery, or has nol made the elec-
11 tion as p ovided above, the Consenting Parties shall own and be entitled to receive and sell such Non-
12 Consenting Party's share of gas as hereinabove provided during the recoupment period. 
13 
14 Duri rg the period of time Consenting Parties are entitled to receive Non-Consenting Party's share 
15 of production, or the proceeds therefrom. Consenting P'uties. shall be .responsible for the pavmeni of 

, . w i n d f a l l p r o f i t s t a x , ' , 
16 all production, severance, gathering and other laxes./and all royalty, overriding royalty and other 
17 burdens : pplicable to Non-Consenting Party's share of production. 
18 
19 In tho case of any reworking, plugging back or deeper drill ing operation, the Consenting Parties shall 
20 be permit.ed lo use. free of cost, all casing, tubing and other equipment in the well, but the ownership of 
21 all such equipment shall remain unchanged: and upon abandonment of a well after such reworking. 
22 plugging jack or deeper drilling, lbc Consenting Farties shall account for all such equipment to the 
23 owners llercof. with each party receiving its proportionate part in kind or in value, less cost of 
24 salvage. 
25 
26 Withi I sixty (60) clays after the completion of any operation under this Article, the party con-
27 ducting the operations for the Consenting Parlies shall furnish each Non-Consenting Party with an in-
28 ventory o the equipment in and connected to the well, and an itemized statement of the cost of drilling. 
29 deepening plugging back, testing, completing, aud equipping the well for production; or. at its option. 
30 the opera ing party, in lieu of an itemized statement of such costs of operation, may submit a detailed 
31 statement of monthly billings. Each month thereafter, during the time the Consenting Parties are being 
32 reimburse;! as provided above, the Party conducting the operations for the Consenting Parlies shall I t i rn-
33 ish the Njn-Consonting Parties with an itemized statement of all costs and liabilities incurred in Ihe 
34 operation of the well, together with a statement (if the quantity of oil and gas produced from it and the 
35 amount ol proceeds realized from the sale of the well's working interest production during the preceding 
36 month. In determining the quantity of oil and gas produced during any month. Consenting Parlies 
37 shall use industry accepted methods such as, but not limited to, metering or periodic well tests. Any 
38 amount realized from the sale or other disposition of equipment newly acquired in connection with any 
39 such opei ilion which would have been owned by a Non-Consenting Party had it participated therein 
40 shall be credited against the total unreturned costs of the work done and of the equipment purchased. 
41 in determining when the inlerest of such Non-Consenting Party shall revert to it as above provided; 
42 and if there is a credit balance, it shall be paid to sucb Non-Consenting party. 
43 
44 If anil when the Consenting Parties recover from a Non-Consenting Parly's relinquished interest 
45 the amounts provided for above, the relinquished interests of such Non-Consenting Party shall auto-
46 malically revert to it, and. from and after such reversion, such Non-Consenting Party shall own the same 
47 interest ii such well, the material and equipment in or pertaining thereto, and the production thcro-
48 from as such Non-Consenting Party would have been entitled to had it participated in the dri l l ing. 
49 reworking, deepening or plugging back of said well. Thereafter, such Non-Consenting Party shall be 
50 charged with and shall pay ils proportionate part of the further costs of tbe operation of said well in 
51 accordance with the terms of Ibis agreement and the Accounting Procedure, attached hereto. 
52 
53 Notw Ihslanding the provisions of this Article VI.B.2., i l is agreed that without the mutual consent 
54 of all par ies, no wells shall be completed in or produced from a source of supply from which a well 
55 located eNowhorc on the Contract Area is producing, unless such well conforms lo the then-existing 
56 well spacing pattern for such source of supply. 
57 
58 The | revisions of this Article shall have no application whatsoever to the drilling of the initial 
59 well dosciihed in Article VI A. except (a) when Option 2, Article VII .D.L, has been selected, or (b) 
60 to the revorking, deepening and plugging back of such initial well, if such well is or thereafter shall 
61 prove to be a dry hole or non-commercial well, after having been drilled to the depth specified in Article 
62 VI.A. 
63 
64 C. Right to Take Production in Kind: 
65 
66 Each party shall have the right to lake in kind or separately dispose of its proportionate share of 
67 all oil and gas produced from the Contracl Area, exclusive of production which may be used in de-
68 velopmenl and producing operations and in preparing and treating oil for marketing purposes and 
69 productior unavoidably lost. Any extra expenditure incurred in the taking in kind or separate dispo-
70 sition by iny party of its proportionate share of the production shall be borne by such party. Any 
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1 party taking its sharo of production in kind shall be required to pay for only its proportionate share 
2 of such p u t of Operator's surface facilities which it uses. 
3 
4 Each party shall execute such division orders and contracts as may be necessary for the sale of its 
5 interest ir production from the Contract Area. and. except as provided in Article VII .B. . shall be entitled 
6 to receive payment direct from the purchaser thereof for its share of all production. 
7 
fi In the event any party shall fail to make the arrangements necessary to take in kind or separately 

9 dispose of its proportionate share of the oil and gas produced from the Contract Area, Operator shall have 
10 the l ight, subject to the revocation at wi l l by the party owning it , but not the obligation, to purchase such 
11 oil and g.is or sell it toothers at any time and from time to time, for the account of the non-taking 
12 party at the best price obtainable in the area for such production. Any such purchase or sale by Op-
13 erator sh; II be subject always to the right of the owner of the production to exercise at any time its 
14 right to t ike iu kind, or separately dispose of. its share of all oil and gas not previously delivered to a 
15 purchaser Any purchase or sale by Operator of any other party's share of oil and gas shall be only for 
16 such reasonable periods of time as are consistent with the minimum needs of the industry under the 
17 particular circumstances, but in no event for a period in excess of one (1) year. Notwithstanding the 
18 foregoing. Operator, shall not make a sab-, including one into interstate commerce, of any other party's 
19 share of gas production without first giving such other party thirty (30) days notice of such intended 
20 sale. 
21 
22 In th 1 event one or more parties' separate disposition of its share of the gas causes split-stream de-
23 liveries to separate pipelines and or deliveries which on a day-to-day basis for any reason arc not 
24 exactly e iual to a party's respective proportionate share of total gas sales to be allocated to it. the 
25 balancing or accounting between the respective accounts of the parlies shall be in accordance with 
26 any Cas Balancing Agreement between tho parlies herein, whether such Agreemenl is attached as 
27 Exhibit or is a separate Agreement. 
28 
29 I) . Access lo Contract Area and Informalion: 
30 
31 Each party shall have access to the Contract Area at all reasonable linns, at its sole risk to inspect 
32 or observ • operations, anil shall have access at reasonable times to information pertaining to Ihe de-
33 velopinen or operation thereof, including Operator's books and records relating thereto. Operator, upon 
34 request, shall furnish each of the other parties with copies of all forms or reports filed with govcrn-
35 mental ai.encics. daily drilling reports, well logs, tank tables, daily gauge and run tickets and reports 
36 of stock o i hand at the first of each month, and shall make available samples of any cores or cuttings 
37 taken from any well drilled on the Contract Area. The cost of gathering and furnishing information to 
38 Non-Operator, other than that specified above, shall be charged to the Non-Operator that requests the 
39 information. 
40 
41 E. Abandonment of Wells: 
42 

43 I . ^bandonmoiil of Dry Holes: Except for any well drilled pursuant to Article VI.B.2.. any well 
44 which ba:; been drilled under Ihe terms of this agreement anil is proposed to be completed as a dry hole 
45 shall not be plugged and abandoned without the consent of all parties. Shiiuld ( ^ i ^ ^ ^ ) r . aHer ( l ^ l ^ i ^ i l 
46 effort, be unable to contact any party, or should any party fail to reply within loi'P^cfglil°(U|Tl) hours 
47 (I'lu'lui nf Bntui'diiy. Fjundny or legal hnlidnyn) after receipt of notice of the proposal to plug and 
48 abandon f uch well, such party shall be deemed to have consented lo the proposed abandonment. Al l 
49 such, wel l ; shall be plugged and abandoned in accordance with applicable regulations and at the cost. 
50 risk and expense- of the parties who participated in the cost of drilling of such well. Any parly who ob-
51 jecls lo tl e plugging and abandoning such well shall have the right to take over the well and conduct 
52 further operations in search--of oil and or gas subject to the provisions of Article VLB. 
53 
54 2. Abandonment j i f Wells lhat have Produced: Except for any well which has been drilled or re-
55 worked pursuant to Article VI.B.2. hereof for which the Consenting Parties have not been fully reim-
56 bursed as therein provided, any well which has been completed as a producer shall nol be plugged and 
57 abandoned without the consent of all parties. I f all parties consent to such abandonment, the well shall 

58 be pluggid anil abandoned in accordance with applicable regulations and at the cost, risk and expense 
59 of all the parties hereto. If , within thirty (30) days after receipt of notice of the proposed abandonment 
60 of such well, all parties do not agree to the abandonment of any well, those wishing to continue its op-
61 eration shall tender lo each of the other parties its proportionate share of the value of the well's salvable 
62 matei'ial t nd equipment, determined in accordance with the provisions of Exhibit "C". less the estimated 
63 cost ol salvaging and the estimated cost of plugging and abandoning. Each abandoning parly shall 
64 assign to the non-abandoning parties, without warranty, express or implied, as to tille or as to quantity. 
65 quality, or fitness for use of the equipment and material, all of its interest in the well and related equip-
66 ment, together with its interest in the leasehold estate as lo, but only as to, the interval or intervals of the 
67 formation or formations then open to production. If the interest of the abandoning party is or includes 
68 an oil and gas interest, such party shall execute and deliver to the non-abandoning party or parties an 
69 oil and g is lease, limited to the interval or intervals of the formation or formations then open to produc-
70 tion, for a lerm of one year and so long thereafter as oil and or gas is produced from the interval or inter-
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1 vals nl l i e formation or formations covered thereby, such lease to be on the form attached as Exhibit 
2 "B" . The assignments or leases so limited shall encompass the "dril l ing unit" upon which the well is 
3 located, "he payments by. and tho assignments or leases to. the assignee's shall be in a ratio based upon 
4 the relati mship of their respective percentages of participation in the Contract Area to Ihe aggregate of 
5 tbe pi-roe ilages of participation in the Contract Area of all assignees. There shall be no readjustment 
6 of interest in the remaining portion of the Contract Area. 
7 
8 Thereafter, abandoning parlies shall have no further responsibility, liability, or interest in the up 

9 eratinn o or production from the well in tho interval or intervals then open other than the royalties 
10 retained in any lease made under the terms ol this Article. Upon request. Operator shall continue to 
11 operate the assigned well for tho account of the non-abandoning parties al the rates and charges eon-
12 tcmplatci by this agreement, plus any additional cost and charges ' which may arise as the result of 
13 the sepai1 lie ownership of the assigned well. 
14 
15 A K T 1 C L K V I I . 

16 E X P E N D I T U R E S A N D L I A B I L I T Y O F P A R T I E S 

17 
18 A. Liability of Parties: 
19 
20 The iabilily of the parties shall be several, not joint or collective. Each party shall be responsible 
21 only for its obligations, and shall IK- liable only for its proportionate share of the costs of developing 
22 and oper: ting the Conlraot Area. Accordingly. Ihe liens granted among the parties iu Article VII.U. are 
23 given to :.ceiirc only the debts of each severally. It is not the intention of the parties to create, nor shall 
24 this agreement be const rued as creating, a mining or othor partnership or association, oi to render the 
25 parlies li ible as partners. 
2fi 
27 B. Lien* and Payment Defaults: 
28 
29 Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contracl Area, and a 
30 security interest in its share of oil and or gas when extracted and its interest in all equipment, lo secure 

31 payment >f its share of expense, together with interest thereon at the rate provided iu the Accounting 
32 Procedure attached hereto as Exhibit "C". To the extent that Operator has a security interest under I In • 
33 Uniform ."oinmoreial Code of Ihe Stale. Operator shall IH- entitled lo exercise the rights and remedies 
34 of a seen cd party under Ihe Code. The bringing of a suit and the obtaining of judgment by Operator 

35 for the s 'cured indebtedness shall not be deemed an election of remedies or otherwise affect the lien 
36 rights or security interest as security for the payment thereof. In addition, upon default by any Non-
37 Operator in the payment of its share of expense. Operator shall have the right, without prejudice to 
38 othor rig its or remedies, lo collect from the purchaser the proceeds from the sale of such Non-Operator's 
39 share of >il and or gas until the amoimt owed by such Non-Operator has been paid, to include interest 
40 on the deficiency a t a rate per annum equal to prime rate as set by Chase Marinatten of NY and, i f su i t 
41 i s brought to co l lec t any deficiency, reasonable attorney's fees. Each purchaser shal l be en t i t l ed to 
42 re ly upon Operator's wr i t ten statement concerning the amount of any defaul t . Operator grants a l i k e 
4 i l i en and security interest to the Non-Operators to secure payment of Operator's proportionate share of 

expense. 
44 II any parly fails or is unable to pay ils share of ox-ienso within sixty (60) days after rendition nl 
45 a statement therefor by Operator, the non-defaulting parties, including Operator, shall, upon request by 
46 Operator, pay the unpaid amount in the proportion that the interest of each such party bears to the in-
47 teresl of i l l such parlies. Each party so paying its share of the unpaid amount shall, lo obtain reiinbuiso-
48 ment thereof, be subrogated lo the security rights de-scribed in the foregoing paragraph. 
49 

50 C. Payrit-nts and Accounting: 
51 
52 Except as herein otherwise specifically provided. Operator shall promptly pay and discharge expenses 
53 incurred in the development and operation of the Contracl Area pursuant to Ihis agreement and shall 
54 charge each of the parties hereto with their respective proportionate shares upon the expense basis pro-
55 vided in the Accounting Procedure attached hereto as Exhibit "C". Operator shall keep an accurate 
56 record o: the joint account hereunder, showing expenses incurred and charges and credits made and 
57 received. " 
58 
59 Opeiator. at its election, shall have the right from time to time to demand and receive from the 
60 other parties payment in advance of their respective shares of the estimated amount of the expense to 
61 be inclined in operations hereunder during the' next succeeding month, which right may be exercised only 
62 by submission to each such party of an itemized statement of such estimated expense, together with 
63 an invoice for its share thereof. Each such statement and invoice for the payment in advance of esli-
64 mated ejpcn.se shall be submitted on or before the 2()lh day of the next preceding month. Each parly 
65 shall pay lo Operator ils proportionate share of such estimate within fifteen (15) days alter such es-
66 timate and invoice is received. If any party fails to pay its share of said estimate within said time, the 
67 amount lue shall bear interest as provided in Exhibit "C" until paid. Proper adjustment shall bo 
68 made nui i lhly between advances and actual expense to the end that each party shall bear and pay its 
69 proporlii nato share of actual expenses incurred, and no more. 
70 
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1 D. Limitation of Expenditures: 
2 
3 1. Dri l l or Deepen: Without the consent of all parties, no well shall be drilled or deepened, ex-
4 cepl anj well drilled or deepened pursuant to the provisions of Article VI.B.2. of this Agreement, it being 
5 understcod that the consent to the dril l ing or deepening shall include: 
6 
7 Q—Opt on No. 1:—All iioceuiiury enponditurou for tho drilling or deepening, tooting, completing—and-
8 equipp'n g of the well, including ncceantiry tnnhogo and or nurfnee fneilitieit.' 
9 

10 [2 Opt on No. 2: Al l necessary expenditures for the dril l ing or deepening and testing of the well. When 
11 such well has reached its authorized depth, and all tests have been completed. Operator shall give im-
12 mediate notice to the Non-Operators who hayc the rjpht to participate in the completion costs. The parties 
13 receiving such notice shall have frorTy j i g f i P f f i p ) hours (cxeluoivo of Saturdoy. Sunday ond logo! hnli 
14 doyo) in which to elect to participate in the setting of casing and the completion attempt. Such election. 
15 when m ide, shall include consent to all necessary expenditures for the completing and equipping of such 
16 well, including necessary tankage and/or surface facilities. Failure of any party receiving such notice 
17 to reply within the period above fixed shall constitute an election by that party not to participate in 
18 the cost of the completion attempt. I f one or more, but less than all of the parties, elect to set pipe and 
19 toattemat a completion, the provisions of Article VI.B.2. hereof (the phrase "reworking, deepening or 
20 plugging back" as contained in Article VI.B.2. shall be deemed to include "completing") shall apply to 
21 the operations thereafter conducted by less than all parties. 
22 
23 2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plugged 
24 back except a well reworked or plugged back pursuant to the provisions of Article VI.B.2. of this agrec-
25 ment, it being understood that the consent to the reworking or plugging back of a well shall include 
26 consent lo all necessary expenditures in conducting such operations and completing and equipping of 
27 said weil. including necessary tankage and/or surface facilities. 
28 
29 3. Cther Operations: Operator shall not undertake any single project reasonably estimated to require 
30 an exoerditure in excess of Twenty f i v e thousand D o l ] a r s ,$ 2 5 , 0 0 0 . 0 0 t 

31 except in connection with a well, the drilling, reworking, deepening, completing, recompleting, or plug-
32 ging back of which has been previously authorized by or pursuant to this agreement; provided, how-
33 ever, thst, in case of explosion, fire, flood or other sudden emergency, whether of the same or different 
34 nature. Operator may take such steps and incur such expenses as in its opinion are required to deal with 
35 the emeigency to safeguard life and property but Operator, as promptly as possible, shall report the emer-
36 gency to the other parties. If Operator prepares "Authority for Expenditures" for its own use, 
37 Operatoi, upon request, shall furnish copies of its "Authority for Expenditures" for any single project 
38 costing n excess nf F i f t e e n thousand Dollars ($ 15 ,000 .00 } 

39 
40 E. Roy: Ities, Overriding Royalties and Other Payments: 
41 
42 EacI party shall pay or deliver, or cause to be paid or delivered, all royalties to the extent of 
43 1/8 o f 8 / 8 t h s o n j t s share of production and shall hold the other parties free 
44 from any liability therefor. I f the interest of any party in any oil and gas lease covered by this agree-
45 ment is subject to any royalty, overriding royalty, production payment, or other charge over and above 
46 the aforesaid royalty, such party shall assume and alone bear all such obligations and shall account 
47 for or cause to be accounted for, such interest lo the owners thereof. 
48 
49 No tar ty shall ever be responsible, on any price basis higher than the price received by such party. 
50 to any o.her party's lessor or royalty owner; and if any such other party's lessor or royalty owner should 
51 demand ind receive settlements on a higher price basis, the party contributing such lease shall bear Ihe 
52 royalty burden insofar as such higher price is concerned. 
53 
54 F. Rentals, Shut-in Well Payments and Minimum Royalties: 
55 

56 Rentals, shut-in well payments and minimum royalties which may be required under the terms of 
57 any lease shall be paid by the party or parties who setbjected such lease to this agreement at its oc their 
58 expense. In the event two or more parties own and have contributed interests in the same leasc^to this 
59 agreemer t, such parlies may designate one of such parties to make said payments for and on behalf of all 
60 such parlies. Any party may request, and shall be entitled to receive, proper evidence of all such pay-
61 ments. In the event of failure to make proper payment of any rental, shut-in well payment or mirumum 
62 royalty ttirough mistake or oversight where such payment is required to continue the lease ip. force. 
63 any loss which results from such non-payment shall be borne in accordance with the provisions o£-Article 
64 I V . B . 2 . ^rr^r ' .P . i 
65 / ' V I . • \ \ 

i"> f J - ' v t 66 Operator shall notify Non-Operator of the anticipated completion of a shut-in gas well, or the shut-
\ • — ~"Y» '' 

67 ting in o • return lo production of a producing gas well, at least five (5) days (excluding Saturday, Jyun-
68 day and holidays), or at the earliest opportunity permitted by circumstances, prior to takjru^ujjbd^UQJ?-
69 but assumes no liability for failure to do so. In the event of failure by Operator td'so notify Non-
70 Operator the loss of any lease contributed hereto by Non-Operator for failure to make^Umely payments 
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1 of any sin 1-in well pavmeni shall br borne jointly by Ihe parties hereto under the provisions of Article 
2 IV.B.3. 
3 
4 CM. Taxes 
5 
6 Beginning with the first calendar year after the effective date hereof. Operator shall render for ad 
7 valorem bxation all properly subject to this agreement which by law should be rendered for such 
8 taxes, and it shall pay all such taxes assessed thereon before they become delinquent. Prior to the rcn-
9 dition date, each Non-Operator shall furnish Operator information as lo burdens (to include, but nol be 

10 limited to. royalties, overriding royalties and production payments) on leases and oil and gas interests con-
11 tribuled by such Non-Operator. II the assessed valuation oT any leasehold estate is reduced by reason of its 
12 being subject to outstanding excess royalties, overriding royalties or production payments, Ihe reduction in 
13 ad valorem taxes resulting therefrom shall inure to the benefit of the owner or owners of such leasehold 
14 estate, and Operator shall adjust Ihe charge lo such owner or owners so as to reflect the benefit of such 
15 reduction. Operator shall bill olher parties for their proportionate share of all tax payments in the man-
16 tier provifed in Exhibit "C". 
17 
18 If Operator considers any tax assessment improper. Operator may, at its discretion, protest within 
19 the lime ; nd manner prescribed by law. and prosecute the protest to a final determination, unless all 
20 parties agiee to abandon the protest prior to final determination. During the pendency of administrative 
21 or judicial proceedings. Operator may elect to pay, under protest, all such taxes and any interest and 
22 penalty. When any such protested assessment shall have been finally determined. Operator shall pay 
23 the tax foi the joint account, together with any interest and penalty accrued, and the total cost shall then 
24 be assessed against the parties, and be paid by them, as provided in Exhibit "C". 
25 
26 Each party shall pay or cause to be paid all production, severance, gathering and other taxes im -
27 posed upon or with respect to the production or handling of sucb party's share of oil and or gas pro-
28 duced und -r the terms of this agreement. 
29 

30 I I . Insurance: 

31 
32 Al all times while operations are conducted hereunder. Operator shall comply with the Workmen's 
33 Compcnsal inn Law of the State where the operations are being conducted: provided, however, that Op-
34 crater may be a self-insurer for liability under said compensation laws in which event the only charge 
35 that shall lie made to Ihe joint account shall he an amount equivalent to the premium which would have 
36 been paid had such insurance been obtained. Operator shall also carry or provide insurance for the 
37 benefit of the joint account of the parlies as outlined in Exhibit "D", attached to and made a part hereof. 
38 Opcralor shall require all contractors engaged in work on or for the Contract Area to comply with Ihe 
39 Woi kmcn't Compensation Law nT the State where the operations are being conducted and to maintain 
40 such othei insurance as Operator may require. 
41 
42 In tin event Automobile Public Liability Insurance is specified in said Exhibit "D" . or subsequently 
43 receives the approval of the parlies, no direct charge shall be made by Operator for premiums paid for 
44 such iiisur nice for Operalor's fully owned automotive equipment. 
45 
46 ARTICLE V I I I . 
47 ACQUISITION. MAINTENANCE OK TRANSFER OF INTEREST 
48 
49 A. Surrc ider of Leases: 
50 
51 The 1 vases covered by this agreemenl, insofar as they embrace acreage in the Contract Area, shall 
52 nol be surrendered in whole or in part unless all parties consent thereto. 
53 
54 Howe /ur, should any party desire to surrender its interest in any lease or in any |mrtinn thereof, and 
55 olher pari es do not agree or consent thereto, the party desiring to surrender shall assign, without express 
56 or implied warranty of title, all of its interest in such lease, or portion thereof, and any well, material and 
57 equipment which may be located thereon and any rights in production thereafter secured, to the parties 
58 not desirii g to surrender it. If the interest of the assigning patty includes an oil and gas interest, the as-
59 signing party shall execute and deliver to the parly or parties not desiring lo surrender an oil and gas 
60 lease cove ing such oil and gas interest for a term of one year and so long thereafter as oil and or gas 
61 is produced from the land covered thereby, :.unh Uiavn tn bo nn thu form ulhu'hcil hereto in' Kiiihibil "11" 
62 Upon such assignment, the assigning party shall be relieved from all obligations thereafter accruing. 
63 but not theretofore accrued, with respect to the acreage assigned and the operation of any well thereon. 
64 and the assigning party shall have no further interest in the lease assigned and its equipment and pro-
65 duction olher than the royalties retained in any lease made under the terms of this Article. The parties 
66 assignee shall pay to the party assignor the reasonable salvage value of the latter's interest iu any wells 
67 and equipment on the assigned acreage. The value of all material shall be determined in accordance 
68 with the provisions of Exhibit "C". less the estimated cost of salvaging and the estimated cost of plug-
69 ging and abandoning. I f the assignment is in favor of more than one party, the assigned interest shall 
70 
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1 be shared hy the parties assignee in the proportions lhat the interest of each bears lo the interest of all 
2 parties assignee. 

3 
4 Any issignmcnt or surrender made under this provision shall nol reduce or change the assignor's or 
5 surrender ng parties' interest, as it was immediately before the assignment, in the balance of the Contract 
6 Area: an< the acreage assigned or surrendered, and subsequent operations thereon, shall not thereafter 
7 be suojec lo tin- terms and provisions of this agreement. 
8 
9 B. Kcnc val or Extension of Leases: 

10 

11 If any party secures a renewal of any oil and gas lease subject to this Agreement, all other parties 
12 shall be notified promptly, and shall have the right for a period of thirty (30) days following receipt 
13 of such n itice in which to elect to participate in the ownership of the renewal lease, insofar as such 
14 lease affects lands within the Contracl Area, by paying to the party who acquired it their several proper 
15 proportionate shares of the acquisition cost allocated to that part of such lease wiihin the Contract Area. 
16 which sh; 11 be in proportion to the interests held at that time by the parties in the Contract Area. 
17 
18 I f some, but less than all. of the parties elect to participate in the purchase of a renewal lease, it 
19 shall be owned by the parlies who elect to participate therein, in a ratio based upon the relationship of 
20 their respective percentage of participation in the Contract Area to the aggregate of the percentages 
21 of participation in the Contract Area of all parties participating in the purchase of such renewal lease. 
22 Any rene .val lease in which less than all parties elect to participate shall not be subject to this agreement. 
23 
24 Each party who participates in the purchase of a renewal lease shall be given an assignment, w i t h -

25 out warranty of t i t l e , of i t s proportionate interest therein by acquiring party. 
26 
27 The provisions of this Article shall apply to renewal leases whether they are for the entire interest 
28 covered bv tho expiring lease or cover only a portion of its area or an interest therein. Any renewal lease 
29 taken before the expiration of its predecessor lease, or taken or contracted for within six (6) months after 
30 the expiration of the existing lease shall be subject lo this provision: but any lease taken or contracted 
31 for more than six (ti) -months after the expiration of an existing lease shall not be deemed a renewal 
32 lease and shall not be subject to the provisions of this agreement. 
33 

34 The provisions in this Article shall apply also and in like manner to extensions of oil and gas 
35 leases. 
36 
37 C. Acre; ge or Cash Contributions: 
38 

39 While Ihis agreemenl is in force, if any party contracts for a contribution of cash toward Ihe dril l ing 
40 of a well or any other operation on the Contract Area, such contribution shall be paid to the party who 
41 conducted the drilling or other operation and shall be applied by it against the cost of such drilling or 
42 other ope ation. I f the contribution be in the form of acreage, the party to whom the contribution is 
43 made sba I promptly tender an assignment of the acreage, without warranty of title, to the Drilling 
44 Parties in the proportions said Drill ing Parties shared the cost of drill ing the well, l f all parties heielo 
45 are Dril l i ig Parlies and accept such lender, such acreage shall become a part of the Contract Area and 
46 be goverred by the provisions of this agreement. I f less tban all parties hereto are Drilling Parlies and 
47 accept such tender, such acreage shall not become a part of the Contract Area. Each party shall prompt-
48 ly notify all other parties of all acreage or money contributions it may obtain in support of any well or 
49 any olhei operation on the Contract Area. 
50 

51 If any party contracts for any consideration relating to disposition of such party's share of substances 
52 produced hereunder, such consideration shall not be deemed a contribution as contemplated in this 
53 Article Vi l l .C . 
54 
55 I ) . Subsequently Created Interest: 
56 
57 Notwithstanding the provisions of Article VIII .E. and VIII.G., if any party hereto shall, subsequent 
58 to execut on of this agreement, create an overriding royalty, production payment, or net proceeds inter-
59 est, whicf such interests are hereinafter referred to as '"subsequently created interest", such subsequently 
60 created interest shall be specifically made subject to all of the terms and provisions of this agreement, as 
61 follows: 
62 
63 1. If non-consent operations are conducted pursuant to any provision of this agreement, and the 
64 party conducting such operations becomes entitled to receive the production attributable to Ihe interest 
65 out of which the subsequently created inlerest is derived, such party shall receive same free and clear 
66 of such subsequently created interest. The party creating same shall bear and pay all such subsequently 
67 created interests and shall indemnify and hold the other parties hereto free and harmless from any and 
68 all liability resulting therefrom. 
69 
70 
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1 1! ] Hie owner ol Die iuteresl from which the subsequently created interest is derived (1) fails to 
2 pay. who i due. its share nf expenses chargeable hereunder, or (2) elects to abandon a well under pro-
3 visions of Article Vl.K. hereof, or (3) elects to surrender a lease under provisions of Article VIII .A. 
4 hereol. t ie subsequently created interest shall be chargeable with the pro rata portion of all expenses 
5 hereunder in the same manner as if such interest were a working interest. For purposes of collecting 
6 such chargeable expenses, the party or parties who receive assignments as a result of (2) or (3) above 
7 shall ha\o the right lo enforce all provisions of Article VII .B. hereof against such subsequently created 

8 interest. 
9 

10 E. Mail tenance of Uniform Interest: 
11 
12 For 'be purpose of maintaining uniformity oT ownership in the oil and gas leasehold interests 
13 covered >y this agreement, and notwithstanding any other provisions to the contrary, no party shall 
14 sell, encumber, transfer or make other disposition of ils interest in the leases embraced within the Con-
15 tract Area and in wells, equipment and production unless such disposition covers either: 
16 
17 1. t ie entire interest of the party in all leases and equipment and production: or 
18 
19 2. an equal undivided inlerest in all leases and equipment and production in the Contracl Area. 
20 
21 Eveiy such sale, encumbrance, transfer or other disposition made by any party shall be made cx-
22 press ly .-object to this agreemenl. and shall be made without prejudice lo the right of Ihe other parties. 
23 
24 If . a any time the interest of any party is divided among and owned by four or more co-owners. 
25 Operator at ils discretion, may require such co-owners to appoint a single trustee or agent with ful l 
26 authority to receive notices, approve expenditures, receive billings for and approve and pay such parly's 
27 share of the joint expenses, and to deal generally with, and with power lo bind, the co-owners of such 
28 parly's i iterests within the scope of the operations embraced in this agreement; however, all such 
29 co-owncis shall have the right to enter into and execute all contracts or agreements for the disposition 
30 of their cspoctivc shares of the oil and gas produced from the Contract Area and they shall have the 
31 right to receive, separately, payment of the sale proceeds hereof. 
32 
33 F. Wnh er of Right to Partition: 
34 
35 If permitted by the laws of the slate or slates in which the property covered hereby is located, each 
36 party hereto owning an undivided interest in the Contract Area waives any and all rights it may have 
37 to partit ou and have set aside lo it in severalty its undivided interest therein. 
38 
39 4Jn—Pi-rl f lanitial Right t» I'im'hni.oi 
40 
41 }',l|i» Id any part'.' dm-iro In noil nil or any part of itn iinnronlr under thin ngl eeinenl. in' itn rmhp'innj. 

42 interests in the Contract Area, it shall promptly give written notice to the other parties. wiUj^krrTmfor-
43 mation concerning its proposed sale, which shall include the name and address oTlJ»«","pros poet ive pur-
44 chaser ( vho must be ready, will ing and able to purchase), the purcha.seji**rC\and all other terms ol 
45 the of fe i . The other parties shall then have an optional priorri^+rtTTor a period of ten (10) days alter 
46 receipt of the notice, lo purchase on the same terms ami--eCTuiitions the interest which the olher party 
47 proposes to sell; and. if this optional righl is ->«ct !fcised. the purchasing parties shall share the pur-
48 chased interest in the proportions| t] iyt»lfleint crest of each bears to the total interest of all purchasing 

49 part.ies. lowever. there shaJJ^bi^no preferential right to purchase in those cases where any party wishes 
50 lo morlg ige i 1 sh^itrr'sTs, or In dispose of its interests by merger, reorganization, consolidation, or sale 

51 of all or,*trBsTanlially all of its assets to a subsidiary or parent company or to a subsidiary of a parent 
52 wTTTTpiiny. oi lo nny eomptiny in whii'h nny uno party nwn.i u nuijeu ii.i nf iht atntk. 
53 
54 ARTICLE IX. 
55 INTERNAL REVENUE CODE ELECTION 
56 
57 This agreemenl is nol intended to create, and shall not be construed to create, a relationship of part-
58 nership >r an association for profit between or among the parties hereto. Notwithstanding any pro-
59 visions herein that the rights and liabilities hereunder are several and not joint or collective, or that this 

60 agreement and operations hereunder shall not constitute a partnership, if. for Federal income tax pur-
61 poses, tins agreement and the operations hereunder are regarded as a partnership, each party heieby 
62 affected elects to be excluded from the application of all of the provisions of Subchapter " K " . Chapter 
63 1, Subtitle "A" , of the Internal Revenue Code ol 1954, as permitted and authorized by Section 761 ol 
64 the Code and the legulalions promulgated thereunder. Operator is authorized and directed to execute on 
65 behall o each party hereby affected such evidence of Ihis election as may be required by the Sei i> lai.\ 
66 nl the T easury of the United Slates or the Federal Internal Revenue Service, including specifically . hut 
67 not by .vay of limitation, all of the returns, statements, and the dala required by Federal Rcgula-
68 lions 1.7 i l . Should there be any requirement that each party hereby affected give further evidence of 
69 this elec ion, each such parly shall execute such documents anil furnish such other evidence as may ho 
70 requited by the Federal Internal Revenue Service or as may be necessary lo evidence this election. No 
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1 such pari / shall {jive any notices or take any other action inconsistent with the election made hereby. 
2 If any pr'sent or future income tax laws of the state or stales in which the Contract Area is located or 
3 any Inline income tax laws of the United Stales contain provisions similar lo those in Subchapter " K " . 
4 Chapter i . Subtitle •"A", of the Internal Revenue Code of 1954. under which an election similar lo that 
5 provided >y Section 761 of the Code is permitted, each party hereby affected shall make such election as 
6 may be permitted or required by such laws. In making the foregoing election, each such parly stales that 
7 the'incfime derived by such parly from Operations hereunder can be adequately determined without the 
8 computation of partnership taxable income. 
9 

10 ARTICLE X. 
11 CLAIMS AND LAWSUITS 
12 
13 Operator may settle any single damage claim or suit arising from operations hereunder if the ex-
14 penditure does not exceed F i v e thousand . . . . . . Dollars 
15 ($ 5 . 3 0 0 . 0 0 ) and if the payment is in complele settlement of such claim or suit. If the amount 
16 required 'or settlement exceeds the 'above amount, the parties hereto shall assume and lake over Ihe 
17 further h nulling of the claim or suit, unless such authority is delegated lo Operator. Al l costs and ex-
18 pense of handling, settling, or otherwise discharging such claim or suit shall be at the joint expense 
19 of the paities. I f a claim is made against any party or if any party is sued on account of any matter 
20 arising from operations hereunder over which such individual has no control because of the rights given 
21 Operator by this agreement, the party shall immediately notify Operator, and the claim or suit shall 
22 be treatec as any other claim or soil involving operations hereunder. 
23 

24 ARTICLE X I . 
25 FORCE MAJEURE 
26 

27 I f any party i.s rendered unable, wholly or in part, by force majeure to carry out its obligations 
28 under this agreement, other than the obligation to make money payments, lhat party shall give to all 
29 other parties prompt written notice of the force majeure with reasonably ful l particulars concerning i t : 
30 thereupon the obligations of the party giving the notice, so far as they are affected by the force majeure. 
31 shall be suspended during, but no longer than, the continuance of the force majeure. Tbe affected party 
32 shall use all reasonable diligence to remove the force majeure situation as quickly as practicable. 
33 

34 The requirement that any force majeure shall be remedied with all reasonable dispatch shall not 
35 require th? settlement of strikes, lockouts, or other labor difficulty by the party involved, contrary lo its 
36 wishes: hew all such difficulties shall be handled shall be entirely within the discretion of the party 
37 concerned. 
38 

39 The t -rm "force majeure", as here employed, shall mean an act of God. strike, lockout, or other 
40 industrial disturbance, act of the public enemy, war. blockade, public riot, lightning, fire, storm, flood. 
41 explosion, governmental action, governmental delay, restraint or inaction, unavailability of equipment. 
42 and any ether cause, whether of the kind specifically enumerated above or otherwise, which is nol 
43 reasonablj within the control of the party claiming suspension. 
44 

45 ARTICLE X I I . 
46 NOTICES 
47 

48 Al l notices authorized or required between the pai ties. and required by any of Ihe provisions of 
49 this agreement, unless otherwise specifically provided, shall be given in writing by United States mail 
50 or Wester.l Union telegram, postage or charges prepaid, or by teletype, and addressed to the parly to 
51 whom the notice is given al the addresses listed on Exhibit "A" . The originating notice given under any 
52 provision hereof shall be deemed given only when received by the party lo whom such notice is directed. 
53 and the ti Tie for such party to give any notice in response thereto shall run from the date the originat-
54 ing notice i.s received. The second or any responsive notice shall be deemed given when deposited in 
55 the United Stales mail or with the Western Union Telegraph Company, with postage or charges prepaid. 
56 or when s.-nt by teletype. Each party shall have the right to change its address at any lime, and from 
57 time lo l ine , by giving written notice hereof to all olho* parlies. 
58 
59 ARTICLE X I I I . 
60 TERM OF AGREEMENT 
61 

62 This agreement shall remain in ful l force and effect as lo Ihe oil and gas leases and or oil and gas in-
63 lerests sul jeeted hereto for the period of time selected below; provided, however, no party hereto shall 
64 ever be ct nstrued as having any right, title or interest in or lo any lease, or oil and gas inlerest cou-
65 tribuletl b^ any either party beyond the term of this agreement. 
66 
67 f_j OplftH No. I : So lung nu tiny of Ihe nil and gtin leui'en nubjecl lo thin agree me nt nn'min T I 
68 tinned in . orce as to any part ol the Contrnr-t A , n in th I I ' , |lHHurl 'Tn t"- '"n f ' "n renewal or other-
69 KHIH , null 111 .iu long an oil mid/or gun pi oduetion eonliuui'.i f i tmi uny leaue m oil und pi.> interest. 
70 
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1 f3$ Option No. 2: Io the event the well described in Article V I A . , or any subsequent well drilled 
2 under anj provision of this agreement, results in production of oil and or gas in paying quantities, this 
: i agreement shall continue in force so long as any such well or wells produce, or arc capable of prndue-
4 tion, and for an additional period of 90 davs from cessation of all production; provided, however. 
5 if . prior to the expiration of such additional period, one or more of the parties hereto sire engaged in 
C drilling oi reworking a well or wells hereunder, this agreement shall continue in force until such op-
7 era tions have been completed and if production results therefrom, this agreement shall continue in 
8 force as provided herein, ln the event the well described in Article Vl.A. . or any subsequent well 
9 drilled hereunder, results in a dry hole, and no other well i.s producing, or capable of producing oil 

10 and or g: s f rom the Contract Area, this »greement shall terminate unless dril l ing or reworking opera-
11 tions are commenced within 90 davs from the dale of abandonment of said well. 
12 
111 It is agreed, however, lhat the termination of this agreement shall not relieve any party hereto from 
14 any liabil ty which has accrued or attached prior to the date of such termination. 

15 
16 ARTICLE X I V . 
17 COMPLIANCE WITH LAWS AND REGULATIONS 
18 
l ! l A. Laws, Regulations and Orders: 
20 
21 This igreement shall be subject to the conservation laws of the stale in wbicb the committed 
22 acreage is located, to the valid rules, regulations, and orders of any duly constituted regulatory body of 
23 said state; and to all other applicable federal, stale, and local laws, ordinances, rules, regulations, and 

24 orders. However, Non-Operators agree to release Operator from any and a l l losses, 
25 damages, i n j u r i e s , claims and causes of act i o n a r i s i n g out of incident to or 
2G r e s u l t i r g d i r e c t l y or i n d i r e c t l y from Operator's i n t e r p r e t a t i o n or a p p l i c a t i o n of 
27 r u l e s , i u l i n g s , regulations or orders of the Department of Energy, Federal Energy 
28 Regulatcry Commission or predecessor agencies to the extent Operator's i n t e r p r e t a t i o n 
29 or a p p l i c a t i o n of such r u l e s , r u l i n g s , regulations or orders were made i n good f a i t h . 
30 Non-Operators f u r t h e r agree to reimburse Operator f o r t h e i r proportionate share of 
31 any amounts Operator may be required to refund, rebate or pay as a r e s u l t of an 
32 i n c o r r e c t i n t e r p r e t a t i o n or a p p l i c a t i o n of the above noted r u l e s , r u l i n g s , regula-
33 t i o n s or orders, together w i t h the Non-Operator's proportionate part of i n t e r e s t and 

; J 4 penalties owing by Operator as a r e s u l t of such i n c o r r e c t i n t e r p r e t a t i o n or appli c a -

3 5 t i o n of such r u l e s , r u l i n g s , r e g u l a t i o n or orders. 

36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
4 8 A. Substitute Wells: 
49 
5 0 1. I f , i n the d r i l l i n g of the I n i t i a l Well, Operator loses the hole or encounters 
51 mechanical d i f f i c u l t i e s rendering i t impracticable, i n the opinion of the Operator to 
52 d r i l l the w e l l to the Objective Depth, then and i n any of such events on or before 
53 s i x t y (6J) days a f t e r completion of the I n i t i a l Well, Operator s h a l l have the option 
54 t o commence the actual d r i l l i n g of another w e l l (Substitute Well) at a lawful loca-
55 t i o n of Operator's s e l e c t i o n on the Unit Area, and prosecute the d r i l l i n g of said 
5G w e l l w i t i due dil i g e n c e and i n a good and workmanlike manner to the Objective Depth. 
57 For a l l purposes of t h i s agreement, the d r i l l i n g of the Substitute w e l l sha-^d be con-
58 sidered as the drilling of the Initial Well. ".'{. 
59 r;> 
60 2. Any srov i s i o n herein concerning the I n i t i a l Well s h a l l also apply to th't ̂  
61 Substitu:e Well, and any pro v i s i o n herein excepting the I n i t i a l Well s h a l l 3*1 so 
52 except tae Substitute Well. 

63 . . . . i t ! 

B. Statements and B i l l i n g s - Notwithstanding any provision contained hereifl v|or i n 
any e x h i b i t attached to the contrary, i t i s s p e c i f i c a l l y agreed bwetweett the>parties 
hereto f i a t Operator s h a l l be required to render statements and b i l l i n g ! o ol^Jto the 
undersigned p a r t i e s f o r costs and expenses chargeable to t h e i r i n t e r e s t ? a3*set out 
herein. Any party who disposes of a part of his i n t e r e s t s h a l l be soieJLy,Jj< r^^nsible 
f o r i n v o i c i n g and c o l l e c t i n g from his assignees; provided however, [such party and his 
assignees may designate i n w r i t i n g a new party from t h e i r group, acceptable, to 
Operator to receive statements and b i l l i n g s and pay Operator f o r cost and expenses 
chargeabLe to the e n t i r e i n t e r e s t o r i g i n a l l y c r e d i t e d herein to such party. 

G4 
65 
66 
C7 
CU 
69 
70 

B. Governing Law: 

The e s s e n t i a l v a l i d i t y of t h i s agreement and a l l matters p e r t a i n i n g thereto 
i n c l u d i n g , but not l i m i t e d t o , matters of performance, breach, remedies, procedures, 
r i g h t s , duties and i n t e r p r e t a t i o n or co n s t r u c t i o n , s h a l l be governed and determined 
by the law of the state i n which the Contract Area i s located. I f the Contract Area 
i s i n two or more sta t e s , the law of the state where most of the land i n the Contract 
Area i s located s h a l l govern. 

ARTICLE XV 
OTHER PROVISIONS 

1 
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ARTICLE XVI. 
MISCELLANEOUS 

BAUM NORTHWEST PROSPECT 
March 15, 1985 

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their 
respective heirs, devisees, legal representatives, successors and assigns. 

This instrument may be executed in any number of counterparts, each of which shall be considered 
an original for all purposes. 

IN WITNESS WHEREOF, this agreement shall be effective as of 15th dav of March • 
1B_&5_. 

O P E R A T O R 

ATTEST: , Fred G. Yates , I n c . 

NON-OPERATORS 

ATTEST: 

ATTEST: Yates-McMinn, Ltd 

By_ 

ATTEST 

Fred G. Yates 

Sunburst Exploration, Inc. 

ATTEST: 

ATTEST: 

New Mexico Oil Corporation 

52 

Valley Oil & Gas Company 

By_ 

t4t*pi ji-.xkc•••**:. -
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STATE OF NEtf MEXICO ) 

COUNTY OF CHAVES ) 

The foregoing instrument was acknowledged before me this 15^- day of 

y f j / U f i j » 1985, by Fred G. Yates, President of Fred G. Yates, Inc., a New 
Me'xico corporation, on behalf of said corporation. 

My Commissi.on Expires: 

Notary Public / 

STATE OF k k f t c * ) 

COUNTY OF 'J&U^Jj ) 

The foregoing instrument was acluiowledged before me this / day of 

j***^ . 1985, by A /T. 4 ^ , da&-^-7%^r 
( Amoco Production Compmiy , a >tx5ĉ ViA4L«/. corporation, on 

o 
behalf of uaid corporation 

My Commission Expires: 

Notary Public //> tu/-/*"' 

STATE OF NIM MEXICO ) 

COUNTY OF IH1AVES ) 

The foregoing instrument was acknowledged before me this day of 
, 1985, by Fred G. Yates, President of Fred G. Yates, Inc., a New 

Mexico corporation, General Partner of Yates-McMinn, Ltd., a New Mexico limited 
partnership, on behalf of said corporation and partnership. 

My Commission Expires: 

Notary Public 

STATE OF NSW MEXICO ) 

COUNTY OF CHAVES ) 

The faregoing instrument was acknowledged before me this day of 
, 1985, by , 

Sunburst Exploration, Inc., a corporation, on behalf of 
said corporation. *, 

My Commission Expires: 

Notary Public 
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ARTICLE XVI. 
MISCELLANEOUS 

BAUM NORTHWEST PROSPECT 
March 15, 1985 

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their 
respective heirs, devisees, legal representatives, successors and assigns. 

This instrument may be executed in any number of counterparts, each of which shall be considered 
an original for all purposes. 

IN WITNESS WHEREOF, this agreement shall be effective as of 15th dav of March . 
1 9 _ B i . 

O P E R A T O R 

N O N - O P E R A T O R S 

ATTEST: 

ATTEST: 

ATTEST: 

ATTEST: 

ATTEST 

Amoco Product ion Company 

By 

Yates-McMinn, L t d . 

By-
Fred G. Yates 

Sunburst Exploration, Inc. 

New Mexico O i l Corporation 

*Z 

Val^yOil &0tes CompanL f 

OKI fit -«Kfi!ilt.ti-, i : .«i is il*ii""1.'f-

e«'0pl «rhfn »i!t ;<0i•.'*:! "» •W>'tPi| r.-

A;***<K»ti A . i . » . ' i i t ) - i F > t - * - - r " i -
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STATE OF NEW MEXICO ) 

COUNTY OF CHAVES ) 

The fo rego ing ins t rument was acknowledged before me t h i s day of 
, 1985, by , 

of New Mexico O i l Corporation, a corporation, on behalf of 
said corporation. 

My Commis>ion Expires: 

Notary Public 

STATE OF MEW MEXICO . ) 

COUNTY OF CHAVES ) ' 

The foregoing instrument was acknowledged before me this j f ^ day of 
CUiA'JU 1985, by P L l ^ t f ^ A ^ ^ ) , g^j^Lr.A 

a l l e y O i l of Va l jey O i l & Gas Company, a V^h/Uj tS> ^ n ^ l ^ J i l ^ D c o r p o r a t i o n , on behalf 
of said c o r p o r a t i o n . 

My Commission Expi res : 

Notabr Pub l ic 



A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977 

ARTICLE XVI. 
MISCELLANEOUS 

BAUM NORTHWEST PROSPECT 
March 15, 1985 

1 
2 
3 
4 This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their 
5 respective heirs, devisees, legal representatives, successors and assigns. 
6 
7 This instrument may be executed in any number of counterparts, each of which shall be considered 
8 an original for all purposes. 
9 

10 IN W. TNESS WHEREOF, this agreement shall be effective as of 15th day of March • 
11 19_B5-. 
12 
13 O P E R A T O R 
14 

Fred G. Yates , I n c . 

By /^tr^'CM*^ 
Fred Yates 

N O N - O P E R A T O R S 

Amoco Production Company 

B Z 

Yates-McMinn, L t d . 

FrecUK Yates V j 

Sunburst Exploration, Inc. 

P3 

44 
45 
46 

.48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 

New J t o t t g q g ^ S o r p o r a t ion 

ATTEST: Valley O i l & Gas Company 

Bi 

••t.«wnt -tiM-* <•*?•- *>'••'' 

-̂1 
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STATE OF NEW MEXICO ) 

COUNTY 0' CHAVES 

The foregoing instrument was acknowledged before me this day of 
0.6Ajf , 1985, by Fred G. Yates, President of Fred G. Yates, Inc., a New 
e^ico c Mexico corporation, on behalf of said corporation 

Myv Commission Expires: 

Notary Public \J 

STATE 01 ) 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of 
, 1985, by , 

of Amoco Production Company , a corporation, on 
behalf of said corporation. 

My Commission Expires: 

Notary Public 

STATE OF NEW MEXICO ) 

COUNTY OF CHAVES ) 

The foregoing instrument was acknowledged before me this day of 
» 1985, by Fred G. Yates, President of Fred G. Yates, Inc., a New 

Mexico corporation, General Partner of Yates-McMinn, Ltd., a New Mexico limited 
'partnership, on behalf of said corporation and partnership. 

My Conmission Expires: 

, l u l l fdu^iO. (XhrfajJ 
Notary Public T 

STATE OF NEW MEXICO ) 

COUNTY OF CHAVES ) 

The foregoing instrument was acknowledged before me this day of 
, 1985, by , 

Sunburst Exploration, Inc., a corporation, on behalf of 
said corporation. 

My Commission Expires: 

Notary Public 



STATE OF NEW MEXICO ) 

COUNTY OF CHAVES ) 

The foregoing instrument was acknowledged before me this 8 day of 
A p r i l , 1985, by L . C. HARRIS , Pres ident 

of New Mexico Oi l Corporation, a New Mexico corporation, on behalf of 
said corporation. 

My Commission Expires: 

November 14, 1987 

Notary PuMic 

STATE 01 NEW MEXICO ) 

COUNTY OF CHAVES ) 

Thi; foregoing instrument was acknowledged before me this day of 
, 1985, by , 

of Valley Oil & Gas Company, a corporation, on behalf 
of said corporation. 

My Comm.ssion Expires: 

Notary Public 
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ARTICLE X V I . 
MISCELLANEOUS 

BAUM NORTHWEST PROSPECT 
March 15, 1985 

This ag cement shall be binding upon and shall inure to the benefit of the parties hereto and lo their 
respective heirs, devisees, legal representatives, successors and assigns. 

This instrument may be executed in any number of counterparts, each of which shall be considered 
an original for all purposes. 

IN WITNESS WHEREOF, this agreement shall be effective as of 1 5 t h dav of March 

19_85_. 

O P E R A T O R 

ATTES Fred G~ Yates, Inc 

N O N - O P E R A T O R S 

ATTEST: Amoco Production Company 

ATTEST: Yates-McMinn, Ltd. 

By-

ATTEST: 

1 
ATTEST: 

ATTEST: 

Fred G. Yates 

Sunburst Exploration, Inc. 

BY^^H^? 

New Mexico O i l Corporation 

By. 

Valley O i l & Gas Company 

5z 
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STATE OF NEW MEXICO ) 

COUNTY CF CHAVES ) 

The foregoing instrument was acknowledged before me this day of 
(1{L\, j , 1985,- by Fred G. Yates, President of Fred G. Yates, Inc., a New 
Mexico corporation, on behalf of said corporation. 

My Commission Expires: 

Notary Public ' 

STATE 01' ) 

COUNTY OF ) 

Thu foregoing instrument was acknowledged before me this day of 
, 1985, by , 

of Amoco Production Company , a corporation, on 
behalf of said corporation. 

My CommLssion Expires: 

Notary Public 

STATE OF NEW MEXICO ) 

COUNTY DF CHAVES ) 

The foregoing instrument was acknowledged before me this day of 
, 1985, by Fred G. Yates, President of Fred G. Yates, Inc., a New 

Mexico corporation, General Partner of Yates-McMinn, Ltd., a New Mexico limited 
partnership, on behalf of said corporation and partnership. 

My Coimrission Expires: 

Notary Public 

STATE CF NEW MEXICO ) 

COUNTY OF CHAVES ) 

, The foregoing instrument was acknowledged before me this E day of 

*AQl& 1985, by ofcWv iL^J^^H. , t M t > j , ^ h 
Sunburst Exploration, Inc., a L ^ j l ^ , , ^i/Yy^.ts^ corporation, on behalf of 
said corporation. 

My Comnission Expires: - . _ 

5 ' Notary Public ~ V> V 



STATE OF NEW MEXICO ) 

COUNTY OF CHAVES ) 

The foregoing ins t rument was acknowledged before me t h i s day of 
, 1985, by , 

of New Mexico O i l Corporation, a corporation, on behalf of 
said corporation. 

My Commission Expires: 

Notary Public 

STATE OP NEW MEXICO ) 

COUNTY OF CHAVES ) 

The foregoing instrument was acknowledged before me this day of 
, 1985, by , 

of Val l t :y O i l & Gas Company, a c o r p o r a t i o n , on behalf 
of said co rpo ra t ion . 

My Commission Expi res : 

Notary Publ ic 



EXHIBIT "A" 

ATTACHED TO AND MADE A PART OF OPERATING 
AGREEMENT DATED March 15. 1985 BETWEEN 
FRED G. YATES, INC. AS OPERATOR AND 
OTHER SIGNATORY PARTIES THERETO AS NON-
OPERATORS 

1. Lands Subject to Contract: 

Township 13 South, Range 32 East, N.M.P.M. 

Section 13: SWl/4 

2. Restrictions as to Formations and Depth: 

NONE. 

3. Percentage Interests of the Parties to this Agreement: 

Amoco Production Company 
Yates-McMinn, Ltd 
Sunburst Exploration 
New Kexico O i l Corporation 

BCP 
WORKING INTEREST 

.50000000 

.31250000 

.07000000 

.11750000 
1.00000000 

Amoco Production Company 
Yates-McMinn, Ltd. 
Sunburst Exploration, Inc. 
New Mexico Oi l Corporation 
Valley Oil & Gas Company 

ACP 
WORKING INTEREST 

.50000000 

.23437500 

.11500000 

.08812500 

.06250000 
1.00000000 

BPO 
WORKING INTEREST 

Amoco Production Company 
Yates-McMinn, l t d . 
Sunburst Exploration, Inc. 
New Mexico Oil Corporation 
Valley Oil & Gas Company 

.50000000 

.23437500 

.11500000 

.08812500 

.06250000 
1.00000000 

APO 
WORKING INTEREST 

Amoca Production Company 
Yates-McMinn, Ltd. 
Sunburst Exploration, Inc. 
New Mexico Oi l Corporation 
Valley Oil & Gas Company 

.50000000 

.23437500 

.11500000 

.08812500 

.06250000 
1.00000000 



4. Oil & Gas and/or Oil & Gas Interests Subject to this Agreement: 

a) Oil and Gas Lease dated November 24, 1931, executed by the State of New 
Mexico in favor or Orrin L. Staplin, being State Lease No. B-399, insofar 
as said lease covers the following described lands in Lea County, New 
Mexico: 

Township 13 South, Range 32 East, N.M.P.M. 

Section 13: WI/2SWI/4 

b) Dil and Gas Lease dated May 1, 1977, exeuted by the State of New Mexico 
tn favor of Featherstone Development Corporation, being State Lease No. 
LG-4177, insofar as said lease covers the following described lands in 
Lea County, New Mexico: 

Township 13 South, Range 32 East, N.M.P.M. 

Section 13: EI/2SWV4 

5. Addresses of the Parties for Notice Purposes: 

Ameco Production Company 
P.C. Box 3092 
Hotston, TX 77253 

Yates-McMinn, Ltd . 
Fred G. Yates , Inc . 
SUMJEST Centre, Suite 919 
Roswell, N.M. 88201 

Suiiburst Exploration, I n c . 
P.O. Box 2608 
Roiiwell, N.M. 88201 

New Mexico O i l Corporation 
P.O. Box 1714 
Rojiwell, N.M. 88201 

VaMey O i l & Gas Company 
P.O. Box 1000 
Roswell, N.M. 88201 



BAUM NORTHWEST PROSPECT 
March 15, 1985 

There is no EXHIBIT "B" 
to this Operating Agreement 



COPAS — \974 

Recommended by the 
Council of Petroleum 
Accountants Societies 

EXHIBIT "c " 

Attached to and made a part of .Pperating^g^reem 
March 15, 1985 between Fred G. _ Yates j I n c . , as ..Operator,, and 

Other Par t i es s igna tory j i e r e t o as Non-Operators. 

ACCOUNTING P R O C E D U R E 
JOINT O P E R A T I O N S 

I . GENERAL PROVISIONS 

1. Definitions 
"Joint Property " shall mean the real and personal property subject to the agreement to which this Accounting 
Procedure is attached. 

"Joint Operations" shall mean all operations necessary or proper for the development, operation, protection and 
maintenance of the Joint Property. 
"Joint Account' shall mean the account showing the charges paid and credits received in the conduct of the Joint 
Operations and which are to be shared by the Parties. 
"Operator" shall mean the party designated to conduct the Joint Operations. 
"Non-Operator ;" shall mean the parties to this agreement other than the Operator. 
"Parties" shall mean Operator and Non-Operators. 

"First Level Supervisors" shall mean those employees whose primary function in Joint Operations is the direct 
supervision of other employees and/or contract labor directly employed on the Joint Property in a field operat­
ing capacity. 
"Technical Employees" shall mean those employees having special and specific engineering, geological or other 
professional skills, and whose primary function in Joint Operations is the handling of specific operating condi­
tions and problems for the benefit of the Joint Property. 
"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 
"Material" shall mean personal property, equipment or supplies acquired or held for use on the Joint Property. 

"Controllable Material" shall mean Material which at the time is so classified in the Material Classification Manual 
as most recent y recommended by the Council of Petroleum Accountants Societies of North America. 

2. Statement and Billings 
Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the 
Joint Account for the preceding month. Such bills will be accompanied by statements which identify tbe author­
ity for expend ture, lease or facility, and all charges and credits, summarized by appropriate classifications of in­
vestment and jxpense except that items of Controllable Material and unusual charges and credits shall be sep­
arately identified and fully described in detail. 

3. Advances and Payments by Non-Operators 

Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance theii 
share of estimated cash outlay for the succeeding month's operation. Operator shall adjust each monthly billing 
to reflect advances received from the Non-Operators. 

Each Non-Operator shali pay its proportion of all bills within fifteen (15) days after receipt. If payment is not 
made within such time, the unpaid balance shall bear interest monthly at the rate of twelve percent (12'/< ) per 
annum or the maximum contract rate permitted by the applicable usury laws in the state in which the Joint 
Property is lo:ated, whichever is the lesser, plus attorney's fees, court costs, and other costs in connection with 
the collection af unpaid amounts. 

4. Adjustments 
Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correct­
ness thereof; provided, however, all bills and statements rendered to Non-Operators by Operator during any 
calendar year shall conclusively be presumed to be true and correct after twenty-four (24) months following 
the end of any such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes 
written exceplion thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall 
be made unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent 
adjustments resulting from a physical inventory of Controllable Material as provided for in Section V. 

5. Audits 
A. Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Ope­
rator's accoun s and records relating to the Joint Account for any calendar year within the twenty-four (24) month 
period following the end of such calendar year; provided, however, the making of an audit shall not extend the 
time for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this 
Section I . Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to 
conduct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to the Opera­
tor. Operator shall bear no portion of the Non-Operators' audit cost incurred under this paragraph unless agreed 
to by the Operator. 

6. Approval by ^on-Operators 
Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sec­
tions of this J accounting Procedure and if the agreement to which this Accounting Procedure is attached contains 
no contrary r. rovisions in regard thereto, Operator shall notify all Non-Operators of the Operator's proposal, and 
the agreemen: or approval of a majority in interest of the Non-Operators shall be controlling on all Non-Opera­
tors. 



I I . DIKECT CHARGES 

Operator shall charge the Joint Account with the following items: 

1. Rentals and Riyaltics 

Lease rentals and royalties paid by Operator for the Joint Operations. 

2. Labor 

A. (1) Salaries and wages of Operator's field employees directly employed on the Joint Property in tbe conduct 
of Joint Operations. 

(2) Salaries of First Level Supervisors in the field. 

(3) Salarie.* and wages of Technical Employees directly employed on the Joint Property i f such charges are 
excluded from the Overhead rates. 

B. Operator's :ost of holiday, vacation, sickness and disability benefits and other customary allowances paid to 
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section 
I I . Such costs under this Paragraph 2B may be charged on a "when and as paid basis" or by "percentage as­
sessment" cn the amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this 
Section I I . If percentage assessment is used, the rate shall be based on the Operator's cost experience. 

C. Expenditure or contributions made pursuant to assessments imposed by governmental authority which are 
applicable o Operator's costs chargeable to the Joint Account under Paragraphs 2A and 2B of this Sec­
tion I I . 

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under 
Paragraph JA of this Section I I . 

3. Employee Benefits 

Operator's current costs of established plans for employees' group l i fe insurance, hospitalization, pension, re­
tirement, stocl purchase, thr i f t , bonus, and other benefit plans of a like nature, applicable to Operator's laboi 
cost chargeable to the Joint Account under Paragraphs 2A and 2B of this Section I I shall be Operator's actual 
cost nol to exeied twenty per cent (20%). 

4. Material 

Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only 
such Material :;hall be purchased for or transferred to the Joint Property as may be required for immediate use 
and is reasonably practical and consistent wi th efficient and economical operations. The accumulation of sur­
plus stocks shj 11 be avoided. 

5. Transportation 

Transportation of employees and Material necessary for the Joint Operations but subject to the following limita­
tions: 

A. I f Materia is moved to the Joint Property from the Operator's warehouse or other properties, no charge shall 
be made tc the Joint Account for a distance greater than the distance from the nearest reliable supply store 
recognized barge terminal, or railway receiving point where like material is normally available, unless agreed 
to by the Farties. 

B. I f surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the 
Joint Acco-int for a distance greater than the distance to the nearest reliable supply store, recognized barge 
terminal, or railway receiving point unless agreed to by the Parties. No charge shall be made to the Joint Ac­
count for moving Material to olher properties belonging lo Operator, unless agreed lo by the Parlies. 

C. In the application of Subparagraphs A and 13 above, there shall be no equalization of actual gross trucking cost 
of $200 or less excluding accessorial charges. 

6. Services 

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by 
Paragraph 9 cf Section I I and Paragraph 1. i i of Section I I I . The cost of professional consultant services and con­
tract services af technical personnel directly engaged on the Joint Property if such charges are excluded from tin-
Overhead rates. The cost of professional consultant services or contract services of technical personnel not d i ­
rectly engaged on the Joint Property shall not be charged to the Joint Account unless previously agreed to by 
the Parties. 

7. Equipment an i Facilities Furnished by Operator 

A. Operator ihall charge the Joint Account for use of Operator owned equipment and facilities at rates com­
mensurate with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other 
operating jxpense, insurance, taxes, depreciation, and interest on investment not to exceed eight per cent (8%) 
per annun. Such rates shall not exceed average commercial rates currently prevailing in the immediate area 
of the Joint Property. 

B. . In iieu o ' charges in Paragraph 7A above, Operator may elect to use average commercial rates prevailing in 
the immediate area of the Joint Properly less 20%. For automotive equipment, Operator may elect to use rates 
published Oy the Petroleum Motor Transport Association. 

8. Damages and Losses to Joint Property 

A l l costs or expenses necessary for the repair or replacement of Joint Property made necessary because of dam­
ages or losses incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator's 
gross neglige ice or w i l l f u l misconduct. Operator shall furnish Non-Operator written notice of damages or losses 
incurred as soon as practicable after a report thereof has been received by Operator. 

9. Legal Expense 

A . Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgments 
and amounts paid for settlement of claims incurred in or resulting from operations under the agreement or 
necessary to protect or recover the Joint Property, except that no charge for services of Operator's legal slall 
or fees or expense of outside attorneys shall be made unless previously agreed to by the Parties. A l l other legal 
expense is co isidered to be covered by the overhead provisions of Section I I I unless otherwise agreed to by the 
Parties, except as provided in Section I , Paragraph 3. 

B. Expenses incurred by Operator i n representing the Joint Property at hearings or pro­
ceedings before state or federal regulatory or administrative agencies. 
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10. Taxes 

A l l taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera­
tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the 
Parties. 

11. Insurance 

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par­
ties. In the evtnt Joint Operations are conducted in a state in which Operator may act as self-insurer for Work­
men's Compensation and/or Employers Liability under the respective state's laws, Operator may, at its election, 
include the risk under its self-insurance program and in that event, Operator shall include a charge at Operator's 
cost not to exceed manual rates. 

12. Other Expenditures 

Any other expenditure not covered or dealt with in the foregoing provisions of this Section I I , or in Section I I I . 
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations. 

I I I . OVERHEAD 

1. Overhead - Di i l l ing and Producing Operations 

i . As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge 
drill ing and producing operations on either: 

( X ) Fixed Rate Basis, Paragraph I A , or 
( ) Percentage Basis, Paragraph IB . 

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices 
and salaries or wages plus applicable burdens and expenses of all personnel, except those directly chargeable 
under Paragraph 2A, Section I I . The cost and expense of services from outside sources in connection with 
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered 
as included in the Overhead rates provided for in the above selected Paragraph of this Section HI unless such 
cost and exjwnse are agreed to by the Parties as a direct charge to the Joint Account. 

i i . The salarie:, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant 
services ant. contract services of technical personnel directly employed on the Joint Properly shall ( ) shall 
not ( ) be covered by the Overhead rates. 

A. Overhead - Fixed Rate Basis 

(1) Operator shall charge the Joint Account at the following rates per well per month: 

Dr i l l ng Well Rate $ 4 , 5 1 5 . 0 0 
Prod icing Well Rate $ 460 .00 

(2) Application of Overhead - Fixed Rate Basis shall be as follows: 

(a) Dri l l ing Well Rate 

[IV Charges for onshore dril l ing wells shall begin on the date the well is spudded and terminate on 
the date the drill ing or completion rig is released, whichever is later, except that no charge shall 
be made during suspension of drill ing operations for fifteen (15) or more consecutive days. 

[2 ; Charges for offshore dril l ing wells shall begin on the date when dril l ing or completion equipment 
arrives on location and terminate on the date the drill ing or completion equipment moves off loca­
tion or r ig is released, whichever occurs first, except that no charge shall be made during suspen­
sion of drill ing operations for l iftecn (15) or more consecutive days 

[3 | Charges for wells undergoing any type of workover or recompletion for a period of five (f>) con­
secutive days or more shall be made at the drill ing well rate. Such charges shall be applied for 
tbe period from dale workover operations, with rig, commence through date of rig release, except 
that no charge shall be made during suspension of operations for fifteen (15) or more consecutive 
days. 

(b) Producing Well Rates 

[ 1) An active well either produced or injected into for any portion of the month shall be considered 
as a one-well charge for the entire month. 

[2] Each active completion in a multi-completed well in which production is not commingled down 
hole shall be considei-ed as a one-well charge providing each completion is considered a separate 
well by the governing regulatory authority. 

[3] An inactive gas well shut in because of overproduction or failure of purchaser to take the produc­
tion shall be considered as a one-well charge providing the gas well is directly connected to a per­
manent sales outlet. » 

[4 ] A one-well charge may be made for the month in which plugging and abandonment operations 
are completed on any well . 

[5] A l l other inactive wells (including but not limited to inactive wells covered by unit allowable, 
lease allowable, transferred allowable, etc.) shall not qualify for an overhead charge. 

(3) The w i l l rates shall be adjusted as of the first day of Apr i l each year following the effective date of the 
agreement to which this Accounting Procedure is attached. The adjustment shall be computed by mul t i ­
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of 
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar year 
preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc­
tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, or the 
equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be 
the ra .es currently in use, plus or minus the computed adjustment. 
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D. Overhead—f"ereefttege—Basis-

(1) Opernio!1 ahall ehurge tlie Joint Account at the following ratco; — 

(a) Development ^ 

Percent ( %) of the cost of Development of the Joint Property^eifchisive of costs 
pro /ided under Paragraph 9 of Section II and all salvage credits. ^ ^ ^ ^ 

(b) Operating ^ 

Percent ( %) of the cost of Operating th^IoftitProperty exclusive of costs provided 
une er Paragraphs 1 and 9 of Section I I , all salvage creAtsTthe value of injected substances purchased 
for secondary recovery and all taxes and assessme»tswhich are levied, assessed and paid upon the min-
era. interest in and to the Joint Property^^-^"^ 

(2) Applica ion of Overhead - Percentage^BtfsTs shall be as follows: 
For the purpose of determining^eharges on a percentage basis under Paragraph IB of this Section I I I , de­
velopment shall includeaJl--tfosts in connection with drilling, redrilling, deepening or any remedial opera­
tions or any or all^wetls involving the use of drilling crew and equipment; also, preliminary expenditures 
necessary inj>«!paration for drilling and expenditures incurred in abandoning when the well is not com-
pleted^s-'aproducer, and original cost of construction or installation of fixed assets, the expansion of fixed 

• ^^saclsand any other project clearly discernible as a fixed asset, except Major Construction as defined in 
— Paiagicph 8 of thia taction I I I . All other cooto oholl bo considered oe Operotingi . 

2. Overhead - Major Construction" 
To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the ex­
pansion of f ixe! assets, and any other project clearly discernible as a fixed asset required for the development and 
operation of th-: Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall 
charge the Joint Account for Overhead based on the following rates for any Major Construction project in excess 
of $_?! : 

3. 

_% of total costs if such costs are more than $. 
. c/0 of total costs in excess of $ * 

* but less than $_ 
.but less than $1,000,000; plus 

.; plus 

of total costs in excess of $1,000,000. 

A. !1_ 
B. *_ 
C. *_ 
Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts 
of a single pro. ect shall not be treated separately and the cost of drilling and workover wells shall be excluded. 

*To be negotiated 
Amendment ol Rates 
The Overhead rates provided for in this Section I I I may be amended from time to time only by mutual agreement 
between the Parties hereto if, in practice, the rates are found to be insufficient or excessive. 

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS 

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all ma­
terial movements affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; how­
ever, at Operator's option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition 
of idle and/or surplus Material, such disposal being made either through sale to Operator or Non-Operator, division in 
kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, interest of Non-Opera­
tors in surplus cordition A or B Material. The disposal of surplus Controllable Material not purchased by the Opera­
tor shall be agreed to by the Parties. 

1. Purchases 
Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case 
of Material fojnd to be defective or returned lo vendor for any other reason, credit shall be passed to the Joint 
Account when adjustment has been received by the Operator. 

2. Transfers and Dispositions 

Material furnished to the Joint Property and Material transferred from the Joint Property or disposed of by the 
Operator, unkss otherwise agreed to by the Parlies, shall be priced on the following bases exclusive of cash dis­
counts: 

A. New Mate-ial (Condition A) 
(1) Tubul.ir goods, except line pipe, shall be priced at the current new price in effect on date of movement on a 

maxin um carload or barge load weight basis, regardless of quantity transferred, equalized to the lowest 
published price f.o.b. railway receiving point or recognized barge terminal nearest the Joint Property 
where such Material is normally available. 

(2) Line Pipe 
(a) Movement of less than 30,000 pounds shall be priced at the current new price, in effect at date of 

movement, as listed by a reliable supply store nearest the Joint Property where such Material is nor­
mally available. 

(b) Movement of 30,000 pounds or more shall be priced under provisions of tubular goods pricing in Para­
graph 2A (1) of this Section IV. 

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable 
supply store or f.o.b. railway receiving point nearest the Joint Property where such Material is normally 
available. 

B. Good Used Material (Condition B) 
Material in sound and serviceable condition and suitable for reuse without reconditioning: 

(1) Matei'ial moved to the Joint Property 
(a) At seventy-five percent (75%) of current new price, as determined by Paragraph 2A of this Section IV. 

(2) Material moved from the Joint Property 
(a) At seventy-five percent (75% ) of current new price, as determined by Paragraph 2A of this Section IV. 

i Material was originally charged to the Joint Account as new Material, or 
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(b) at s xty-five percent (65%) of current new price, as determined by Paragraph 2A of this Section 
IV, f Material was originally charged to the Joint Account as good used Material at seventy-five per­
cent (75%) of current new price. 

The cost of reconditioning, if any, shall be absorbed by the transferring property. 
C. Other Used Material (Condition C and D) 

(1) * Conditio 1 C 
Material which is not in sound and serviceable condition and not suitable for its original function until 
after reconditioning shall be priced at fifty percent (50%) of current new price as determined by Para­
graph 2A of this Section IV. The cost of reconditioning shall be charged to the receiving property, pro­
vided Ccndition C value plus cost of reconditioning does not exceed Condition B value. 

(2) Conditioi D 
All other Material, including junk, shall be priced at a value commensurate with its use or at prevailing 
prices. Material no longer suitable for its original purpose but usable for some other purpose, shall be 
priced on a basis comparable with that of items normally used for such other purpose. Operator may dis­
pose of Condition D Material under procedures normally utilized by the Operator without prior approval 
of Non-Operators. 

D. Obsolete Ma erial 
Material which is serviceable and usable for its original function but condition and/or value of such Material 
is not equivalent to that which would justify a price as provided above may be specially priced as agreed to by 
the Parties. Such price should result in the Joint Account being charged with the value of the service ren­
dered by such Material. 

E. Pricing Conditions 
(1) Loading and unloading costs may be charged to the Joint Account at the rate of fifteen cents (15g) per 

hundred weight on all tubular goods movements, in lieu of loading and unloading costs sustained, when 
actual h tuling cost of such tubular goods are equalized under provisions of Paragraph 5 of Section II. 

(2) Material involving erection costs shall be charged at applicable percentage of the current knockcd-down 
price of new Material. 

3. Premium Prices 
Whenever Mate: ial is not readily obtainable at published or listed prices because of national emergencies, strikes 
or other unusua. causes over which the Operator has no control, the Operator may charge the Joint Account for the 
required Materi.il at the Operator's actual cost incurred in providing such Material, in making it suitable for use. 
and in moving it to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed 
charge prior to billing Non-Operators for such Material. Each Non-Operator shall have the right, by so electing and 
notifying Opera or within ten days after receiving notice from Operator, to furnish in kind all or part of his share 
of such Material suitable for use and acceptable to Operator. 

4. Warranty of Material Furnished by Operator 
Operator does r ot warrant the Material furnished. In case of defective Material, credit shall not be passed to the 
Joint Account uitil adjustment has been received by Operator from the manufacturers or their agents. 

V. INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

1. Periodic Inventories, Notice and Representation 
At reasonable intervals, Inventories shall be taken by Operator of the Joint Account Controllable Material. 
Written notice cf intention to take inventory shall be given by Operator at least thirty (30) days before any inven­
tory is to begin so that Non-Operators may be represented when any inventory is taken. Failure of Non-Operators 
to be represented at an inventory shall bind Non-Operators to accept the inventory taken by Operator. 

2. Reconciliation snd Adjustment of Inventories 
Reconciliation of a physical inventory with the Joint Account shall be made, and a list of overages and shortages 
shall be furnished to the Non-Operators within six months following the taking of the inventory. Inventory ad­
justments shall be made by Operator with the Joint Account for overages and shortages, but Operator shall be 
held accountable only for shortages due to lack of reasonable diligence. 

3. Special Inventories 
Special Inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall 
be the duty of Ihe party selling to notify all other Parties as quickly as possible after the transfer of interest takes 
place. In such cases, both the seller and the purchaser shall be governed by such inventory. 

4. Expense of Cor ducting Periodic Inventories 
The expense of conducting periodic Inventories shall not be charged to the Joint Account unless agreed to by the 
Parties. 

— 5 — 



EXHIBIT "D" 

ATTACHED TO AND MADE A PART OF OPERATING 
AGREEMENT DATED March 15, 1985, BETWEEN 
FRED G. YATES, INC., AS OPERATOR AND 
OTHER SIGNATORY PARTIES THERETO AS NON-
OPERATORS 

At a l l times during the conduct of operations hereunder, Operator shall maintain 
in force tne following insurance: 

A. Workmens' Compensation Insurance and Employers' Liability 
Insurance as required by the laws of the State in which 
operations are being conducted. 

B. Comprehensive General Public Liability in the following: 

Bodily Injury: $300,000 combined 
single limit 

Property Damage: included 

C. Automobile Public Liability and Property Damage Insurance 
with limits of not less than $300,000 for any one person 
injured in any accident and not less than $300,000 for any 
number of persons injured in one accident, and with not 
less than $300,000 property damage coverage for one accident. 

Al l premiums paid on such insurance shall be charged to the joint account. 
Except by mutual consent of the parties, no other insurance shall be maintained 
for the jcint account, and a l l losses not covered by such insurance shall be 
charged tc the joint account. 



EXHIBIT "E" 

ATTACHED TO AND MADE A PART OF OPERATING 
AGREEMENT DATED March 15. 1985, BETWEEN 
FRED G. YATES, INC., AS OPERATOR AND 
OTHER SIGNATORY PARTIES THERETO AS NON-
OPERATORS 

GAS BALANCING AGREEMENT 

The parties to the Operating Agreement to which this gas storage 
agreenent is attached own the working interest in the gas rights underlying the 
Contract Area covered by such agreement in accordance with the percentages of 
participation as set forth in Exhibit "A" to the Operating Agreement. 

In accordance with the terms of the Operating Agreement, each party 
hereto has the right to take i t s share of gas produced from the Contract Area 
and market the same. In the event any of the parties hereto is not able to 
market i t s share of gas produced from the Contract Area to a purchaser which is 
unable at any time while this agreement is in effect to take the share of gas 
attributable to the interest of such party, the terms of this storage agreement 
shall automatically become effective. 

During the period or periods when any party hereto has no market for 
its stare of gas produced from the Contract Area, or its purchaser is unable to 
take its share of gas produced from the Contract Area, the other parties shall 
be entitled to produce each month one hundred percent of the allowable gas pro-
ducticn assigned to such Contract Area by the regulatory agency having jurisdic­
tion thereover, and shall be entitled to take and deliver to it s or their 
purcheser a l l of such gas production. All parties hereto shall share in and own 
the liquid hydrocarbons recovered from such gas by lease equipment in accordance 
with their respective interests and subject to the Operating Agreement to which 
this gas storage agreement is attached, but the party or parties taking such gas 
shall own a l l of the gas delivered to its or their purchaser. Each party unable 
to market i t s share of the gas produced shall be credited with gas in storage 
equal to it s share of the gas produced under this agreement, less i t s share of 
gas used in lease operations, vented or lost. The Operator will maintain a 
current account of the gas balance between the parties and will furnish a l l par­
ties hereto monthly statements showing the total quantity of gas produced, the 
amount used in lease operations, vented or lost, and the total quantity of 
liquid hydrocarbons recovered therefrom. 

At a l l times while gas is produced from the Contract Area, each party 
hereto will make settlement with the respective royalty owners to whom they are 
each accountable, just as i f each party were taking or delivering to a purchaser 
i t s share, and its share alone. Each party hereto agrees to hold each other 
party harmless from any and a l l claims for royalty payments asserted by royalty 
owners to whom each party is accountable. The term "royalty owner" shall 
include owners of royalty, overtiding royalties, production payments and similar 
interests. 

After notice to the Operator, any party at any time may begin taking or 
delivering to it s purchaser i t s share of the gas produced from the Contract 
Area. In addition to it s share, each party, including the Operator, until i t 
has re:overed its gas in storage and balanced the gas account as to it s 
interest, shall be entitled to take or deliver to a purchaser a volume of gas 
equal to it s share plus fifty percent (50Z) of the overproduced party or 
parties' share of gas produced from the Contract Area. If two or more parties 
are entitled to the fifty percent (502) of the overproduced party or parties' 
share of the gas produced, they shall divide such fifty percent (50Z) in accor­
dance <?ith the percentage of participation in the contract area. 

In the event production of gas from the Contract Area permanently 
ceases prior to the time that the accounts of the parties have been balanced, i t 
is agreed that a complete balancing will be accomplished by a money settlement 
betweei the parties. Such settlement shall be based upon the price actually 
received by the parties for the latest delivery of a volume of gas equal to that 
for which settlement is made. 

This agreement shall become effective in accordance with its 
terms .ind shall remain in force and effect as long as the Operating Agreement to 
which Lt is attached remains in effect, and shall inure to the benefit of and be 
bindinj; upon the parties hereto, their successors, legal representitives and 
assign.). 



State of N e w A4exico 

JIM BACA 
COMMISSIONER 

Commissioner cf RiUic 
A p r i l 9, 1985 

P.O. BOX 1148 
SANTA Fi, NOV MEXICO 8750*-! 1*8 

Express Mail D e l i v e r y Use: 
310 Old Santa Fe T r a i l 
Santa Fe, New Mexico 87501 

Sunburst E x p l o r a t i o n , Inc. 
P. 0. Box 2601 
Roswell, New Kexico 88202 

Fe: New Mexico O i l Conservation D i v i s i o n Case No. 8532 

A t t n : Mr. Larry T. Hunnicutt 

Gentleraen: 

I t i s my understanding t h a t a l l i n t e r e s t owners i n the SW%, Section 13, T-13S. 
R-32E, Lea County, New Mexico have reached an agreement as to who would d r i l l a w e l l 
on the approved 160 acres spacing u n i t and they have also agreed as to the cost. An 
AFE and an operating agreement has purportedly been signed by a l l necessary p a r t i e s , 
and there i s no f u r t h e r need f o r the compulsory pooling requested i n Case No. 8532. 

The Commissioner of Public Lands, however, r e s p e c t f u l l y requests t h i s case be 
heard an and Order issued f o r compulsory pooling as there i s a deceased record t i t l e 
owner, namely ?loyd Karsten, t h a t cannot execute a Communitization Agreement as r e ­
quired by our stat u t e s , i n order to pool two leases c r e a t i n g a 160 acre spacing u n i t . 
The Commissioner of Public Lands does recognize the a u t h o r i t y of the O i l Conservation 
D i v i s i o n to o r i e r the pooling of more than one lease f o r a p r o r a t i o n u n i t . I n sho r t , 
our reason for proceeding w i t h t h i s hearing i s to l e g a l l y pool the two State leases 
which cannot v o l u n t a r i l y be communitized because of a deceased record t i t l e owner. 

1 Very t r u l y yours, 

J i n Baca 
Commissioner of Public Lands 

By: Ray D./Graham, D i r e c t o r 
O i l and Gas D i v i s i o n 
A/C 505-827-5744 

JB:RDG:cw 

cc: Fred G. Y£tes, Inc. 
Sunwost Centre, Suite 919 
Roswell, }>ew Mexico 88201 

cc: Mr. Richard Stamets 
New Mexico O i l Conservation D i v i s i o n 
Santa Fe, New Mexico 



\FE -Prepared by: 
'rospect: Northwest Baum 
.EASE/UHIT.-Sunburst/ ?eatherstone State 

lieu i>. uit^p me. 
Sunvest Centre Suite lO^n 

Koswell, NM 88201 
DATE: 3/1i/«5 

X)CATION;SW!c Sec. 13, T13S, R32E, 555' r'SL & 555' FWL 
)RILLING METHOD: Rotary ~" 

Drilling and completion costs 
Intangible drilling costs 

Road-location-lits-surveyor-surface-settlement 
R;i thole scrvico 
Turnkey price 
Footage 10,0(10 
Daywork A f 

fl 

WKLL NUMBER #1 
Lea STATE ""Or." COUNTY / M t P 

DEPTH 9900' TARGET FORMATION Venm-

15.00 
4600. 

Surface casing service 
Intermediate ciislng service. 
Mud 
Water 
Bits, hole openers U reamers 
Supervisor 
Rentals-stabilization f> rotating hends 
Transportation 
Miscellaneous 

Total intangible drilling costs 

Intangible drilling formation evaluation cost 
Logo, Comp N , F Dens DLL , MLL 

GR 
Coring service 
DST 3 3,600 
Geological mud logging service 
Miscellaneous 

Total intangible drlg formation evaluation 

Intangible completion costs 
Service unit co*t 10 days 9 1300 
Production casing service 
Completion fJuitl(s) 
Rentals 
Perforation/production logging 
Stimulation-Creating 
Supervisor 
Transportation 
Miscellaneous 
Plugging, expenst: 

Total intangible completion costs 

Tangible drilling costs and completion costs 

450' 
Conductor casing 
Surface casing 
Intermediate casing 4050' 
Production casing 10,000' 

9850' 

of 
of 
of 
of 
of 
of 

13-3/8" 
8-5/8" 
5-1/2" 

2-7/8" 

Producing Cest 

26,000 
1,700 

150,000 
18,400 

4,500 
15,000 
18,000 
12,000 

3,000 
4,000 
2,600 

3.QQQ 

22.100 

10,800 

5.0QQ. 
3,500 

41.400 

13,000 

8,000 
4,500 
14.000 
6.200 
15,000 
2,800 
2,700 
3,000 

69,200 

6.200 
41.700 
73,600 

Production tubing 
Casing head 
Tubing head & Christmas tree 
Subsurface equipment 

Total tangible drlg costs & compl costs 

Lease equipment 
Anchors 
Flow lincy, valv: & connection 
Tanks 
Separator(s) 
Treater 
Cas production unit 
Meter runs 
Ar t i f i c i a l l i f t I. driver 
Installation coses y 

?Total lease equipment 

Total intangible cov.te 
Total tangible costs 
Total lease equipment 
Administrative 

TAL COSTS 

t i s recognized that the amounts provided for herein arc 
timated onlv. and anr roval of this authorization Snail ex-

28,890 
3.500 
11.000 
1.000 

165.890 

750 
2,600 
18,900 
3,000 

cnot cy 

: 80,000i 
16,0001 

110,8501 

368.800) 
165.W 
130,850 
4,500 

Drv Hole O s i 

26,000 
1 ,700 

150,000 
18,400" 

4,500 
15,000 
18,000 
12,000 

3,000 
4,000 
2,600 
JjOOO 

$ 258.200 

22,100 

TrJTSW" 
5.000 
3,500 

$ 41,400 

12,000 
12.000 

6,200 
41,700 

3,500 

51,400 

311.600 
51,400 

4,500 
367,500 

TPROVKI* 



vFE Prepared by: 
'rospect: Northwest J a u m / 
.EASE7uiUT:Sunburst/Feathers tone btate 

Roswell, NM 88201 i il ̂  C I '» C L_< 
DATE: .1/11/85^. 

,OCATION:SWtj Sec. 
DRILLING METHOD: 

13, T13S, R32E, 555' FSL_& 555' FWL 
Ro :arv 

WFLL NUMBER 01 
Lea STATE N.M. COUNTY/SAMSN 

DEPTH 9900' TARGET FORMATION Permo-Pent 

Drilling and completion costs 
Intangible d r i l l i n ? costs 

Road-location-pits-surveyor-surface-settlcmcnt 
Ratholc service 

Producing Cost 

26,000 
1,700 

Footage 
Daywork 

Surface casing service 
Intermediate casing service 
Mud 
Water 
Bits, hole openers & reamers 
Supervisor 
Rentals-stabilization & rotating heads 
Transportation 
Miscellaneous 

Total Intangible drilling costs 

Intangible drilling formation evaluation cost 
Logs, Comp N , F Dens DLL . MLL 

GR [ 
Coring service 
DST 3 3,600 
Geological mud logging service 
Miscellaneous 

Total intangible drlg formation evaluation 

Intangible completion costs 
Service unit cost 10 days Q 1300 
Production casing service 
Completion fluU(s) 
Rentals 
Perforation/proiuction logging 
Stimulation-treating 
Supervisor 
Transportation 
Miscellaneous 
Plugging, expense 

Total Intangible completion costs 

Tangible drilling :osts and completion costs 
Conductor casin5 
Surface casing 450' 
Intermediate casing 4050' 
Production casing 10,000' 

Production tubing 
Casing head 

9850' 

of 
of 
of 
of 
of 
of 

13-3/8" 
8-5/8" 
5-1/2" 

2-7/8" 

Tubing head & enristmas tree 
Subsurface equipment 

Total tangible drlg costs & compl costs 

Lease equipment 
Anchors 
Flow l inct i , valve L connection 
Tanks 
Separator(s) 
Treatcr 
Gas production unit 
Meter runs 
A r t i f i c i a l l i f t & dr iver 
Ins ta l l a t i o n costs ?• 

?Tota l lease equipment 

Total Intangible costs 
Total tangible costs 
Total lease equipment 
Administrative 

TOTAL COSTS 

4^500 
15,000 
18,000 
12,000 

3,000 
4,000 
2,600 

3.0QQ 
$ 2'ifi.200 

22.100 

10,800 

5.000 
l i f f iL 

41.400 

13,000 

8,000 
4,500 

14,000 
6,200 

15,000 
2,800 
2,700 
3,000 

69-200 

6.200 
41,700 
73,600 

28,890 
3.500 

11.000 
1.000 

$ 165.890 

750 
2,600 

18,900 
3,000 
7,500 

80,000 
16,000 

130,850 

368,800 
165.890 
130,850 

4,500 
670,040 / ) 

Drv Hole Cost 

$ 26,000 
1,700 

10,000 0 15.00 150,000 150,000 
0 4600. • 18,400 18,400 
<? mr 

4,500 
15,000 
18,000 
12,000 

3;ooo 
4,000 
2,600 
3.000 

$ 258.200 

22,100 

10,WW 
5,000 
3.500 

$ 41,400 

12,000 
12.000 

6,200 
41,700 

3,500 

51,400 

311,600 
51,400 

4.500 
$ , 367,500 

I t I s recognized that the amounts provided for herein arc 
estimated only, and approval of th is authorization s h a l l ex- _ , 

, . . J , , . . . . S u n b u r s t 
tend to the actual costs incurred in conducting the operations -
spec i f i ed , whether mora or ' than herein set out." 

D a v i d S . H a r l e 
APPROVKI 

E x p i r a t i o n . (LOOTAW 

A p r i l 2, 1985 DAT I 



Koswcil, NN od_Ui 
AFE Prepared by: 
Prospect: Northwest Baum / 
LEASE/UUrr:Sunburst/?eatherstone State 

DATE: 3/U/B5 . 

#1 

LOCATION:SVh. Sec. 13, T13S, R32E, 555' £SL_ S. 555' FWL 
DRILLING METHOD: Rotary " 

D r i l l i n g and completion costs 
Intangible d r i l l i n g costs 

r WFLL NUMBER 
COUNTY /PARiSH Lea STATE 
DEPTH 9900' TARGET FORMATION permo-Pen, 

-on 

Producing Cost 

Intangible d r i l l i n g formation evaluation cost 
Logs, Comp N . F Dens DLL , MLL 

GR 
Coring service ______________________ 
DST 3 @ 

22.100 

3,600 10,800 
Geological mud logging service 
Miscellaneous 

Total intangible d r l g formation evaluation 

5,000 
3.5QQ 

A 1.400 

1300 
Intangible completion costs 

Service unit cost 10 days Q 
Production cas.Lng service 
Completion flu:.d(s) • 
Rentals 
Perforation/production logging 
Stimulation-treating 
Supervisor 
Transportation 
Miscellaneous 
Plugging, expense 

Total intangible completion costs 

Tangible d r i l l i n g costs and completion costs 

13,000 

8,000 
4,500 
14.000 
6.200 
15,000 
2,800 
2,700 
3,000 

69,200 

Conductor casing 
Surface casing 450' 
Intermediate casing 4050' 
Production casing 10,000' 

9850' 

of 
of 
of 
of 
of 
of 

13-3/8" 6.200 
8-5/8" 
5-1/2" 

41.700 
73,600 

2-7/8' 28,890 
3.500 
11.000 
1.000 

165.890 

750 
2,600 
18,900 
3,000 
7,500 

Production tubing 
Casing head 
Tubing head & Christmas tree 
Subsurface equipment 

Total tangible dr l g costs & compl costs 

Lease equipment 
Anchors 
Flow linca, valve & connection 
Tanks 
Separator(s) 
Treater 
Gas production unit 
Meter runs 
A r t i f i c i a l l i f t & driver 
I n s t a l l a t i o n ccst3 y 

?Total lease equipment 

Total intangible costs 
Total tangible costs 
Total lease equipnent 
Administrative 

TOTAL COSTS 

I t i s recognized thet the amounts provided for herein are 
estimated only, and approval of this authorization shall ^MOCO f$0DUC 
tend to the actual ccsts incurred in conducting the operations 
specified, whether were oe less then herein eet out." 

TTToTT 
80,000 
16,000 

$ 130,850 

368.800 
165.890 
130.850 
4,500 

Drv Hole Cost 

Road-location-pits-surveyor-surface-settlement $ 26,000 $ 26,000 
Ratholc service 1,700 1,700 
Turnkey price 
Footage 10,000 15.00 150,000 150,000 
Daywork 4 P 4600. 18,400 18,400 

(? 
Surface casing service 4,500 4,500 
Intermediate cising service 15,000 15,000 
Mud 18,000 18,000 
Water 12,000 12,000 
Bits , hole openers & reamers 
Supervisor 3,000 3,000' -
Rentals-stabilization & rotating heads 4,000 4,000 
Transportation 2,600 2,600 
Miscellaneous 3.000 3,000 

Total intangible d r i l l i n g costs $ 25«.?00 $ 258.200 

22,100 

10,800 
5,000 
3,500 

41,400 

12,000 
12,000 

6,200 
41,700 

3,500 

51.400 

311,600 
51,400 

4,500 
500 

APPROVLj) 

COMPANY 

DATf-



/ Prospect: Northwest Baum 
LEASE/UN LT Sunburst/Featherstone State 
LOCATION:SV."; Sec. 13, T13S, R32E, 555' VSL & 555' FWL 
DRILLING METHOD: Rjtary 

D r i l l i n g and conplctlon costs 
Intangible d r i l l i n g costs 

Road-locntion-plts-surveyor-surface-set Clement 
R;ithole service 
Turnkey price 
Footage 10,030 15.00 
Daywork 4 

WFLL NUMBER _ ] 
Lea STATE T T COUNTY/PAm* 

DF.PTH 9900' TARGET FORMATION i» o r m o. 

{.1 

P 4600. 

Surface casing service 
Intermediate casing service 
Mud 
Water 
Bits , hole openers & reamers 
Supervisor 
Rentals-stabilization (, rotating heads 
Transportation 
Miscellaneous 

Total intangible d r i l l i n g costs 

Intangible d r i l l i n g formation evaluation cost 
Logs, Comp N . F Dens DLL . MLL 

GR 
Coring service 
DST 3 0 3,600 
Geological mud logging service 
Miscellaneous 

Total int.ingible d r l g formation evaluation 

Intangible comple:ion costs 
Service unit cost 10 days Q 1300 
Production casing eorvicc 
Completion f l u i d ( s ) 
Rentals 
Perforation/product ion logging 
Stimulation-treating 
Supervisor 
Transportation 
Miscellaneous 
Plugging, expense 

Total intangible completion costs 

Tangible d r i l l i n g costs and completion costs 
Conductor casing 
Surface casing 450' 
Intermediate casing 4050' 
Production casing 10,000' 

9850' 

of 
of 
of 
of 
of 
of 

13-3/8" 
8-5/8" 
5-1/2" 

2-7/8" Production tubing 
Casing head 
Tubing head & Christmas tree 
Subsurface equipment 

Total tangible drlg costs & compl costs 

Lease equipment 
Anchors 
Flow lin e s , valve & connection 
Tanks 
Separator(s) 
Treatcr 
Gas production unit 
Meter runs 
A r t i f i c i a l l i f t & driver 
I n s t a l l a t i o n ccsts •** 

:: Total lease equipment 

Total intangible costs 
Total tangible costs 
Total lease equipment 
Administrative 

TOTAL COSTS 

Producing Cost 

26,000 
1,700 

150,000 
18,400 

4,500 
15,000 
18,000 
12,000 

3,000 
4.000 
2,600 

^-000 
2'?n.2Q0 

22.100 

10,800 

5.QQQL 
3.5QQ 
41.400 

13,000 
8,000 
4,500 
14.000 
6.200 

15,000 
2,800 
2,700 
3,000 

69,200. 

6.200 
41,700 
73,600 

28,890 
3.500 
11.000 
1.000 

165.890 

750 
2,600 
18,900 
3.000 
7,500 

2,106 
80,000 
16,000 
130,850 

368,800 
165,890 
130,850 
4,500 

670,040 

I t i s recognized that the amounts provided for herein are 
estimated only, and approval of this authorization shall ex­
tend to the actual ccsts incurred in conducting the operations 
specified, whether marc loss than herein set out." 

Drv, Hi'lc Cost 

$ 26,000 
1 ,700 

150,000 
18,400 

4, S00 
15,000 
18,000 
12,000 

3,000 

4,000 
2,600 
3,000 

$ 258.200 

22,100 

I0,o00 

5,000 
3,500 
41,400 

12,000 
12,000 

6,200 
41,700 

3.500 

51 ,400 

311,600 
51,400 

4,500 
$ 367,500 

(U, C 0 P ^ ^ APPROVE! > 
Yates -M̂ Mink, Ltd. COMPANY 

4/08/85 DATf" 



AFE Prepared by: / ~ V ̂  7 
Prospect: Northwest Baum 
LEASE/UIlU^Sunburst/Featherstone State 

DATE: l / l l /a5 

WFLL NUMBER 
LOCATION:SV?-'; Sec. 13, T13S, R32E, 555' '̂SL & 555' FWL 
DRILLING METHOD: Rctary " 

Drilling and completion costs 
Intangible drilling costs 

Road-lorn tion-|>its-survcyor-sur face-settlement 
Rathole service 

Lea STATE X7T. COUNTY/PAM XN 
PF.PTH 9900' TARGET FORMATION i^nnu-iV > 

Turnkey price 
Footage 1(__'0_ 
Daywork 4 

('i 

P 
P. 

15.00 
4600. 

Surface casing service 
Intermediate c;ising service 
Mud 
Water 
Bits, hole openers U reamers 
Supervisor 
Rentals-stabil: zation f. rotating heads 
Transportation 
Miscellaneous 

Total intangible drilling costs 

Intangible drilling formation evaluation cost 
Logs, Comp N . F Deny DLL , MLL 

GR 
Coring service 
DST 3 P 3,600 
Geological mud logging service 
Miscellaneous 

Total intcngible drlg formation evaluation 

Intangible completion costs 
Service unit cost 10 days 1300 

Production casing service 
Completion fluid(s) 
Rentals 
Perforation/production logging 
Stimulation-treating 
Supervisor 
Transportation 
Miscellaneous 
Plugging.expense 

Total intengible completion costs 

Tangible drilling costs and completion costs 
Conductor cnslrg 
Surface casing 
Intermediate c 

450' 
4050' sing 

Production casing 10,000r 

9850' 

of 
of 
of 
of 
of 
of 

13-3/8" 
8-5/8" 
5-1/2" 

2-7/8" Production tubing 
Casing head 
Tubing head & Christmas tree 
Subsurface equipment 

Total tangible drlg costs & compl costs 

Lease equipment 
Anchors 
Flow lines, valve U connection 
Tanks 
Separator(s) 
Treatcr 
Cas production unit 
Meter runs 
Artificial l i f t h driver 
Installation ccst3 y 

'Total lease equipment 

Total intangible costs 
Total tangible costs 
Total lease equipment 
Administrative 

TOTAL COSTS 

It is recognized thet the amounts provided for herein are 
estimated only, and approval of this authorization shall ex­
tend to the actual ccsts incurred in conducting the operations 
specified, whether mere lens than herein 6ct out." 

Producing Cost 

$ 26.000 
1 ,700 

150,00*0" 
18,400 

4.500 
15,000 
18,000 
12,000 

3,00F 
4.000 
2,600 

3.Q0Q 
$ 758.200 

22.100 

10,800 

5,0QQ_ 
3-500 

41.400 

13,000 
8,000 
4,500 

14,000 
6,200 
15,000 
2,800 
2,700 
3,000 

69,200 

6.200 
41,700 
73,600 

28,890 
3.500 
11,000 
1.000 

165.890 

750 
2,600 
18,900 
3,000 
7,500 

2,100 
80,000 
16,000 

$ 130,850 

368,800 
165.890 
130_850 

Drv Hole Civ.t 

$ 26.000 
1 ,700 

150,000 
18,400 

4,500 
15.000 
18,000 
12,000 

TOT 
4,000 
:,600 

3.000 
$ 258.200 

22,100 

10,800 
5,000 
3,500 

$ 41,400 

12,000 

12,000 

6,200 
41,700 

3,500 

51 ,400 

311,600 
51,400 

4,500 

New M e x i c o O i l 

A p r i l 8 , 198 5 
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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 8532 
Order No. R-

APPLICAT3 ON OF FRED G. YATES, INC. 
FOR COMPULSORY POOLING, LEA COUNTY, 
NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing at 8 a.m. on A p r i l 10, 
1985, a t Santa Fe, New Mexico, before Examiner G i l b e r t P. 
Quintana. 

NOW, on t h i s day of A p r i l , 1985, the D i v i s i o n 
D i r e c t o r , having considered the testimony, the record, and 
the recommendations of the Examiner, and being f u l l y advised 
i n the premises, 

FINDS THAT: 

(1) Due p u b l i c notice having been given as required by 
law, the D i v i s i o n has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) The a p p l i c a n t , Fred G. Yates, Inc., seeks an order 
pooling a l l mineral i n t e r e s t s from the surface t o the base 
of the Baum-Upper Pennsylvanian Pool underlying the SWs of 
Section :.3, Township 13 South, Range 32 East, NMPM, L f a — " ^ 
County, New Mexico. < 

(3) The applicant has the r i g h t t o d r i l l and proposes^ L 
to d r i l l a w e l l at a standard l o c a t i o n . 

(4) The mineral r i g h t s i n the p r o r a t i o n u n i t are own 
by the State of New Mexico, and are leased under Sta 
Leases B-399-35 and LG-4177-1. 

i d 0 ' 

*2i 

(5) The e n t i r e working i n t e r e s t i n the u n i t has be 2n< 
v o l u n t a r i l y committed t o the p r o r a t i o n u n i t . However, ther^_j 
are record i n t e r e s t owners of State Lease B-399-35 i n t l e ^ 
proposed p r o r a t i o n u n i t who have not agreed t o pool the i*v_ 
i n t e r e s t s . O 

i-.i 

o 
o 



(6) The consent of or compulsory pooling of the record 
owners i s required by the State Land O f f i c e before communi­
t i z a t i o n of the two state leases w i l l be approved. 

(7) No charge f o r the r i s k involved i n d r i l l i n g the 
subject w e l l i s sought against any record owner of State 
Lease B-399-35. 

(8) An itemized schedule of estimated w e l l costs has 
been submitted t o a l l working i n t e r e s t owners and t o the 
Di v i s i o n . The working i n t e r e s t owners have consented to the 
costs se-: f o r t h on the schedule. 

(9) To avoid the d r i l l i n g of unnecessary w e l l s , t o 
pro t e c t c o r r e l a t i v e r i g h t s , t o prevent waste, and t o a f f o r d 
to the owner of each i n t e r e s t i n said u n i t the opportunity 
t o recover or receive without unnecessary expense h i s j u s t 
and f a i r share of the o i l i n any pool completion r e s u l t i n g 
from t h i > order, the subject a p p l i c a t i o n should be approved 
by pooling a l l mineral i n t e r e s t s , whatever they may be, 
w i t h i n said u n i t . 

(101 The applicant should be designated the operator of 
the subject w e l l and u n i t . 

( l i ; $4515.00 per month d r i l l i n g and $460.00 per month 
while prDducing should be f i x e d as reasonable charges f o r 
supervision (combined f i x e d r a t e s ) . 

(12] A l l proceeds from production from the subject w e l l 
which an; not disbursed f o r any reason should be placed i n 
escrow t o be paid t o the tru e owner thereof upon demand and 
proof of ownership. 

(13] Upon the f a i l u r e of the operator of said pooled 
u n i t t o commence d r i l l i n g of the w e l l t o which said u n i t i s 
dedicated on or before July 10, 198 5, the order pooling said 
u n i t s h o i l d become n u l l and vo i d and of no e f f e c t whatso­
ever. 

IT 3.S THEREFORE ORDERED THAT: 

(1) A l l mineral i n t e r e s t s , whatever they may be, from 
the surfc.ee to the base of the Baum-Upper Pennsylvanian Pool 
underlying the SW% of Section 13, Township 13 South, Range 
32 East, NMPM, Lea County, New Mexico, are hereby pooled t o 
form a standard 160-acre spacing and p r o r a t i o n u n i t t o be 
dedicatee, t o a w e l l t o be d r i l l e d at a standard l o c a t i o n . 

PROVIDED HOWEVER, t h a t the operator of said u n i t s h a l l 
commence the d r i l l i n g of said w e l l on or before the t e n t h 
day of Ju l y , 1985, and s h a l l t h e r e a f t e r continue the d r i l l ­
ing of seid w e l l w i t h due d i l i g e n c e t o a depth s u f f i c i e n t t o 
t e s t the Baum-Upper Pennsylvanian Pool; 

-2-



PROVIDED FURTHER, t h a t i n the event said operator does 
not commence the d r i l l i n g of said w e l l on or before the 
te n t h day of Ju l y , 1985, Order (1) of t h i s order s h a l l be 
n u l l and vo i d and of no e f f e c t whatsoever, unless said 
operator obtains a time extension from the D i v i s i o n f o r good 
cause shown. 

PROVIDED FURTHER, t h a t should said w e l l not be d r i l l e d 
t o compl2tion, or abandonment, w i t h i n 120 days a f t e r com­
mencement thereof, said operator s h a l l appear before the 
Di v i s i o n D i r e c t o r and show cause why Order (1) of t h i s order 
should not be rescinded. 

(2) Fred G. Yates, Inc. i s hereby designated the 
operator of the subject w e l l and u n i t . 

(3) $4515.00 per month while d r i l l i n g and $460.00 per 
month whi.le producing are hereby f i x e d as reasonable charges 
f o r supervision (combined f i x e d r a t e s ) . 

(4) Any w e l l costs or charges which are t o be paid out 
of production s h a l l be withheld only from the working 
i n t e r e s t ' s share of production, and no costs or charges 
s h a l l be wit h h e l d from production a t t r i b u t a b l e t o r o y a l t y 
interests;. 

(5) A l l proceeds from production from the subject w e l l 
which are; not disbursed f o r any reason s h a l l immediately be 
placed i n escrow i n Lea County, New Mexico, t o be paid t o 
the t r u e owner thereof upon demand and proof of ownership; 
t h a t the operator s h a l l n o t i f y the D i v i s i o n of the name and 
address of said escrow agent w i t h i n 30 days from the date of 
f i r s t deposit w i t h said escrow agent. 

(6) J u r i s d i c t i o n of t h i s cause i s reta i n e d f o r the 
entry of such f u r t h e r orders as the D i v i s i o n may deem 
necessary. 

DONE at Santa Fe, New Mexico, on the day and year 
hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

R. L. STAMETS, 
Dir e c t o r 

S E A L 

-3-
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IAUM-UPPEH PENNSYLVANIAN POOL 
(Formerly Baum-Wolfcamp Pool) 

Lea County, New Mexico 

Order No. 1-3368-A, Redesignating and Adopting Operating 
Rules for t ie Baum-Upper Pennsylvanian Pool, Lea County, 

New Mexico, June 1, 1968. 

Order No. R-3368-A supersedes Order No. R-3368, adopting 
temporary cperating rules for the Baum-Wolf camp Pool, Jan­
uary 22, 196 J. 

Application of Coastal States Gas 
Producing Company for an Amend­
ment to Ol der No. R-3368, Lea 
County, New Mexico. 

CASE NO. 3701 
Order No. R-3368-A 

ORDER OF THE COMMISSION 

BY THE COMMISSION: This cause came on for hearing at 
8 a.m. on May 22, 1968, at Santa Fe, New Mexico, before 
Examiner DiJiiel S. Nutter. 

NOW,- on t i l s 29th day of May, 1968, the Commission, a quorum 
being present, having considered the testimony, the record, and 
the recomm nidations of the Examiner, and being fully advised 
ln the premises, 

FINDS: 
(1) That due public notice having been given as required by 

law, the Conmission has jurisdiction of this cause and the sub­
ject matter thereof. 

(2) That by Order No. R-3368, dated January 22, 1968, 
temporary ilpeclal Rules and Regulations were promulgated 
for the Bauin-Wolfcamp Pool, Lea County, New Mexico, pro­
viding for CO-acre spacing units, limited well locations, and 
an 80-acre jroportional factor of 4.77 for allowable purposes, 
and providing that said temporary rules be reconsidered at an 
examiner heiring in January, 1969. 

(3) That the applicant. Coastal States Gas Producing Com­
pany, seeks amendment of the temporary Special Rules and Reg­
ulations pro Tvulgated by Order No. R-3368 to provide for 160-
acre spacing units with the assignment of 80-acre allowables. 

(4) That the applicant also seeks to have said rules and 
regulations, as proposed, made permanent. 

(5) That a number of wells have been completed ln the 
subject pool subsequent to the Issuance of Order No. R-3368. 

(6) That the additional evidence concerning the character­
istics of the subject reservoir gained as a result of said comple­
tions establishes that one well ln the pool can efficiently and 
economically drain and develop 160 acres. 

(7) That the additional evidence presented Indicates that the 
establishment of 160-acre spacing units and an 80-acre pro­
portional factor of 4.77 for allowable purposes is warranted. 

(8) That the Special Rules and Regulations promulgated by 
Order No, R-3368, as amended by this order, wi l l afford to the 
owner of each property in the pool the opportunity to produce 
his just and equitable share of the oi l ln the pool. 

(9) That ln order to prevent the economic loss caused by the 
dril l ing of unnecessary wells, to avoid the augmentation of risk 
arising from the dril l ing of an excessive number of wells, to 
prevent reduced recovery which might result from the drilling 
of too few wells, and to otherwise prevent waste and protect 
correlative rights, the Special Rules and Regulations promulgated 
by Order No. R-3368, as amended by this order, should be 
continued in fu l l force and effect until further order of the 
Commission. 

(10) That the aforementioned additional evidence also estab­
lishes that the subject pool is producing from the Upper Pennsyl­
vanian formation rather than the Wolfcamp formation. 

(11) That the subject pool should be redesignated the Baum-
Upper Pennsylvanian Pool. 

IT IS THEREFORE ORDERED: 
(1) That, effective June 1, 1968, Order (a) of Order No. 

R-675-A, Order (a) of Order No. R-914, Order (e) of Order No. 
R-3367. and Order (a) of Order No. R-3389 are hereby amended 
by deleting therefrom the word "Wolfcamp" wherever l t appears 
and substituting ln lieu thereof the words "Upper Pennsylvanian." 

(2) That the Special Rules and Regulations governing the 
Baum-Wolfcamp Pool, Lea County, New Mexico, promulgated 
by Order No. R-3368, are hereby amended to read in their entire­
ty as follows, effective June 1, 1968: 

SPECIAL RULES AND REGULATIONS 
FOR THE 

BAUM-UPPER PENNSYLVANIAN POOL 

RULE 1. Each well completed or recompleted ln the Baum-
Upper Pennsylvanian Pool or in the Upper Pennsylvanian forma­
tion within one mile thereof, and not nearer to or within the 
limits of another designated Upper Pennsylvanian oil pool, shall 
be spaced, drilled, operated, and produced in accordance with 
the Special Rules and Regulations hereinafter set forth. 

RULE 2. Each well shall be located on a standard unit con­
taining 160 acres, more or less, substantially ln the form of a 
square, which ls a quarter section being a legal subdivision of 
the United States Public Land Surveys. 

RULE 3. The Secretary-Director of the Commission may 
grant an exception to the requirements of Rule 2 without notice 
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(BAUM-UPPER PEKNSYLVANIAN POOL - Cont'd.) 

and hearing when an application has been filed for a non-standard 
unit consisting of less than 160 acres or the unorthodox size or 
shape of the tract is due to a variation in the legal subdivision of 
the United States Public Land Surveys. All operators offsetting 
the proposed non-stindard unit shall be notified of the applica­
tion by registered cr certified mall, and the application shall 
state that such notice has been furnished. The Secretary-Direc­
tor may approve the application upon receipt of written waivers 
from all offset operators or if no offset operator has entered 
an objection to the formation of the non-standard unit within 
30 days after the Secretary-Director has received the applica­
tion. 

RULE 4. Each well shall be located within 150 feet of the 
center of a goverimental quarter-quarter section or lot. 

RULE 5. The Se iretary-Dlrector may grant an exception to 
the requirements of Rule 4 without notice and hearing when an 
application has been f iled for an unorthodox location necessitated 
by topographical conditions or the recompletion of a well pre­
viously drilled to ai .other horizon. All operators offsetting the 
proposed location si all be notified of the application by regis­
tered or certified m ill, and the application shall state that such 
notice has been furni shed. The Secretary-Director may approve 
the application upon receipt of written waivers from all opera­
tors offsetting the proposed location or if no objection to the 
unorthodox location has been entered within 20 days after the 
Secretary-Director las received the application. 

RULE 6. A standard proration unit (158 through 162 acres) 
shall be assigned in 80-acre proportional factor of 4.77 for 
allowable purposes, md ln the event there is more than one well 
on a 160-acre prorat on unit, the operator may produce the allow­
able assigned to the unit from the wells on the unit ln any pro­
portion. 

The allowable ass gned to a non-standard proration unit shall 
bear the same ratic to a standard allowable as the acreage in 
such non-standard in it bears to 160 acres. 

IT IS FURTHER O *DERED: 

(1) That the Iocs tions of all wells presently drilling to or 
completed ln the Baum-Upper Pennsylvanian Pool or ln the 
Upper Pennsylvania I formation within one mile thereof are 
hereby approved; tliat the operator of any well having an un­
orthodox location s i all notify the Hobbs District Office of the 
Commission in wrltng of the name and location of the well on 
or before June 1, 1918. 

(2) That each well presently drilling to or completed ln the 
Baum-Upper Pennsylvanian Pool or in the Upper Pennsylvanian 
formation within one mile thereof shall, after June 1, 1968, 
receive an allowable in the same proportion to a standard 160-
acre allowable for tbe pool as the acreage presently dedicated 
to the well bears n 160 acres, until Form C-102 dedicating 
160 acres to the well has been filed with the Commission, or 
until a non-standar 1 unit containing less than 160 acres has 
been approved. 

(3) That Order r o. R-3368 entered by the Commission on 
January 22, 1968, ls hereby superseded. 

(4) That jurisdiction of this cause is retained for the entry 
of such further ord ers as the Commission may deem neces­
sary. 

DONE at Santa Fe, New Mexico, on the day and year herein­
above designated. 

NORTH SHIPROCK-DAKOTA POOL 
San Juan County, New Mexico 

Order No. R-3408, Adopting Operating Rules for the North 
Shiprock-Dakota Pool, San Juan County, New Mexico, April 29, 

1968. 

Application of Dugan Production Corporation 
for the Creation of an Oil Pool and for Special 
Pool Rules, San Juan County, New Mexico. 

CASE NO. 3765 
Order No. R-3408 

ORDER OF THE COMMISSION 

BY THE COMMISSION: This cause came on for hearing 
at 9 a.m. on April 24, 1968, at Santa Fe, New Mexico, before 
Examiner Daniel S. Nutter. 

NOW, on this 29th day of April, 1968. the Commission, a 
quorum being present, having considered the testimony, the 
record, and the recommendations of the Examiner, and being 
fully advised ln the premises, 

FINDS: 
(1) That due public notice having been given as required by 

law. the Commission has Jurisdiction of this cause and the 
subject matter thereof. 

(2) That the applicant, Dugan Production Corporation, seeks 
the creation of a new oil pool for Dakota production ln San Juan 
County. New Mexico, and the establishment of special pool 
rules therefor providing for development on 2-1/2-acre spacing 
with a provision that each 40-acre tract be subject to a single 
Northwest New Mexico normal unit allowable. 

(3) That the Thomas A. Dugan Shiprock Well No. 1. located 
in Unit B of Section 14, Township 30 North, Range 18 West, 
NMPM. San Juan County, New Mexico, has discovered a 
separate common source of supply which should be designated 
the North Shlprock-Dakota OU Pool; that the vertical limits 
of said pool should be Dakota formation, and that the horizontal 
limits of said pool should be the NE/4 of said Section 14. 
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